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This information is for your review only. No action will be taken by the Committee
on this material. Please contact us if you need further information.
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January 6, 1997

The Honorable Brian Burke

Co-Chair, Joint Committee on Finance
100 North Hamilton Street, Room 302
Madison, Wl 53702 S

Dear Senator .B_.{_I_erf. E

A summary report "thiaihin.g 1995 individual income tax statistics for Wisconsin school
districts, which the Department of Revenue is required by law to provide you, is enclosed.

Sections 73.03 (29) and (30), Wis. Stats., require the Department to collect and analyze
information from individual income tax filers concerning the school district in which they resided
during the taxable year, and to notify the presiding officers of both houses of the Legisiature and
the co-chairs of the Joint Committee on Finance of the results of the analysis.

Space was provided on all individual income tax returns for taxpayers to indicate, using a
four-digit code, the school district in which they resided. ‘These codes conform to the codes used
by the Department of Public instruction. 'School district information was not requested of
Homestead credit claimants unless the claimant also filed an individual income tax return. Also,
nonresidents filing Wisconsin income tax returns were directed not to enter a school district code.

The error rate for the data is high, and only 79% of the 2,316,000 reports analyzed for the
report had a valid school district number. Approximately 282,000, or 12%, of the returns analyzed,
have an invalid numeric school district code, that is, the code was inconsistent with the municipality
of residence reported by the tax filer. Another 209,000 returns, 9% of those analyzed, have a non-
numeric code. The Department of Revenue is not able to edit the school district code because it
would substantially slow the processing of income tax returns. The municipality of residence
reported by the tax filer and the zip code on the return label are of limited usefulness in editing the
school district codes because school districts typically encompass several municipalities and zip
codes, and a single municipality or zip code area may lie in more than one school district. Further,
there is a high incidence of error by tax filers in their reporting of the municipality where they reside.
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If you have any questions about the summary report, please Iet me know.

Sipcerely,

KDEDB“V
Cate Zeuske “

Secretary of Revenue
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Wisconsin Department of Revenue
Division of Research and Analysis
December 186, 1996

WISCONSIN SCHOOL DISTRICT STATISTICS FOR 1985
SUMMARY BY SCHOOL DISTRICT

This report summarizes, by school district, income tax information of the taxfilers who indicated
on their 1995 income tax returns that they resided in a given school district.

Care should be exercised in using these data, since there are several problems inherent in the
use of income tax data for measuring the ability to pay of school district property owners. First,
the school district income information does not include the income of individuals who do not file
tax returns because their income falls below the minimum filing requzrements or because they do

not have tax refunds

Second, the ;ncome shown on the tax return excludes other sources of income that are either
fully or partiaily exempt from tax (e.g. social security, public assistance, unemployment
compensation). Thus, the income data from tax returns provided for school districts may
understate the income of some districts.

Third, the income information does not include the income of nonresident property owners in the
“district, nor does it include the income of corporations located in the school districts.

The following is an explanation of the document's column headings.

COLUMN HEADING : . EXPLANATION
School District Name Name of school district as used by the

Department of Public Instruction

District Number : Code number of school district as used by the
Department of Public Instruction. -

Return Cost The number of income tax returns that
: indicated a school district code regardless of
whether or not they reported any income.
{(Husband and wife filing a joint return are
counted as one return).

Total income - Amount The dollar total of all Wisconsin income
reported by taxpayers to a school district
before subtracting the standard deduction.

Total income - Count ' The number of tax returns by school district
which reported Wisconsin total income (or
loss). :

Net Taxable Income - Amount The dollar total of all Wisconsin taxable

income after subtracting the standard
deduction as determined by taxpayers of a
school district. To be included, individual



Net Taxable Income - Count

Net Tax - Amount

Net Tax - Count

ROW HEADING (At End of Report)

School Code/Tax District Mismatch

State Total (Valid Codes Only)

State Total (All Records)

taxable income must be greater than $0.

The number of tax returns for a school district
which reported Wisconsin taxable income

greater than $0.

The dollar total of the net tax determined after
subtracting the dependent credit, senior
citizen credit, temized deduction credit,
school property tax credit and married couple
credit. Such net tax determination is before
the minimum tax, sales tax due on out-of-
state purchases, endangered resources
donation, penaities on retirement plans, taxes
withheld, estimated tax payments, earned
income credit, Farmland Preservation Credit,
income- tax paid to another state, Homestead
Credit and farmland tax relief credit.

The number of tax returns for which net tax
was greater than $0.

Data pertaining to those tax returns which did
not indicate a correct school district and for
which the Department of Revenue.

Statewide totals of ali of the columns for
school districts that met or exceeded the .
87.5% validity criteria established by
representatives of the Departments of
Revenue, Administration and Pubiic
Instruction, and the Legisiative Fiscal Bureau.
The 87.5% validity criteria indicates that
87.5% of the returns in each tax district
{municipality) has a valid school district code.

Statewide totals of all of the columns for
records--this is the sum of the school
codeftax district mismatch and the state total
(valid codes).

Copies of this report are available from the Wisconsin Department of Revenue, Division of
Research and Analysis, 125 S. Webster Street, P.O. Box 8933, Madison, WI-53708-8933;

telephone (608) 266-2700.
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WISCONSIN DEPARTMENT OF REVENUE
SYSTEMS AND DATA PROCESSING (TSTXOZZ)

WISCONSIN $CHOOL DISTRICT SUMMARY STATISTICS FOR 1885

11/9:15/95

R RTVER
oF BLAIRwTA?LOR
QF BECATONICA AR

$22 ,
23 117 10'1

4,387,
Sﬁ'r @66

RISy URN TUTAL INCO! NET TAXABLE INCOME HET TAX
SCHOOL RISTRICT NAME NUMBER COUNT AMGUNT TOUNT AMOUNT COUNT AMOUNT CQUNT
SCH D OF ABBOTSFORD QQ07 469 34,416,011 958 30,854,049 840 1,788, 136 Ta4
E ME £ NOSHIP AREA QUis 3,878 1 ¥ 7. 33 4 ;,-ggg
STH D OF ALBANY Q083 593 19, 584,24 653 17,398,378 4, 455 233
SCHE D OF ALGUMR cO70 2.153 57,50:,240 Z,155 50,391 .07% 1,838 2, Tﬂd 55; 1,743
g4
SCH D ¢ AL&A CENT ooal 858 18,558,857 853 18,347 ,91 03 501 437 873
SCH D OF ALMOND~ BANCROF? [+3313 534 17,187,508 594 16,215,881 498 842. 541 470
F ?6 152 825 28,278,372 825 7,894 7 1 1
) AM Q118 2,501 70,722,815 2,501 62,831,580 .12 3,340, 0 , P05
SCH UF ?QMQRROW RIVER (AMHERST) 16 1,485 42,181, 122 1,488 37,464,488 1,275 2,014,208 1,203
) 0140 8,678 183,58 78 3 4 .81 4 i ]
SCH ¢ O APPLE ON AREA O1aT 16,833 715 o117, OG? 16,833 672,908,558 15,72 37,116,503 15,087
SCH D OF ARCADIA G154 1,680 41,53?,2’1’7 1,680 35,697,682 1,431 1,91{),265 1,343
H ROYLE 0186) 5 4, 784 k| o)
SCH D OF ASHLAND 0170 4,74 118,747, 154 4,747 62,115,572 3,842 5, B EL) 3,586
SCH D OF ASHWAUBENON Q182 8,263 224,399,198 5 253 207,888,768 5,608 11, 432 349 5,443
5CH D OF ATHENS C1886 1,028 25,2 7. ; i| T
SCH D OF AUBURNDALE FFE 1,414 35,540, 865 1 4!4 T, 386,747 1,202 1, 630 23 1,158
SCH D GF AUGUS?R 0217 808 15,522,234 /05 14,887,128 71 84 652
A} (W] 0 84,028,498 103 4,04 1 i ‘754
SCH D GF UNTT 987 48,738,27 1,387 45,613,516 1, B85 2,185,806 : SBO
SCH 9 OF BAN&Oﬂ Q245 1,137 30,154,268 1,137 26,184,986 S84 1,388,876 941
[s24] 02 01, 2687,0 17 & 13,396 LB BAT
SCH U OF BASN YELD Q287 547 17,547,545 [} 15,980,252 455 /40, 028 470
SCH D OF BARRON AREA 0308 2,942 £9,432,3E88 2,842 58 403,144 2,477 3,061, 588 2,330
F G314 1,339 1,488 139 11 1 37 T &4
SCH D OF = AW’."R TAM [*EEL 9,026 I7E,434,643 &, 028 254 584,410 + 307 13,2338, T, 480
SCH D OF ﬂﬁLi.EVIS.LE. D3&0 1,337 485,076, 185 1,337 41 ,353,5 1,207 2,181,207 1,164
F 11y P364 672 14,269,581 87 11,870,889 £35 513,780 50
SEH u TF B L T 0413 5,182 181, 362,088 5, 1852 165,342,085 4,788 9,131,827 4,534
3CH D OF BEL{%IT TBRNER 0422 1,038 44,084,428 1,086 41,373,387 1,018 2,232 a8 278
. TOH 0427 458 10,807,873 455 9,463,064 38,
3CH O OF: BERL!?J AREA 0434 3,407 91,804,487 3, 401 B, 808,922 <,882 4, 3#2,435 2,738
SCH B DF BIRCWDOD 0441 sa 10 -775 261 508 8,754,088 40 1 8,271 282
- N H B2 ] 3 06, £ : } _1'1
2,718

&
870,733 875

G .
3 " B 5. 758 724
5CH DG .BL GMER GA97 2,284 so 255 874 82,2086, 169 1,851 72.819,178 i 872
SCH D OF BONDUEL * Q802 1,918 _as_aas 283 42,392,078 1,623 5,281,447 1,534
0 050 1:813 3 4,067 32.443,8 7 44 1
ECH D OF BOULDER JUNGTION J 1 0616 1, 248 37,882,591 39,744,738 1,044 L8821 851
SCH O OF BOWLER 0§23 331 10,453,898 8,441,531 414 435,575 383
B _GF BOYCEV OMMUNITY 537 1 8, 5494 2.814 4 1,192,421 887
SCH O GF BRIGHION #1 OE57 28] 8,950,085 %265 8,215,394 231 448,858 230
SCH 0 OF BRILLICN 0§58 1,723 59,896,002 1, 723 54,808,370 1,532 3,039, 487 1,470
OF BR L #1 OE6S 5 467,66 1,7
SCH © OF BROGHEAD 0700 Z,110 61,308,458 1.113 54,479, 540 7,824 Z, 941,080 1,73
SCH O OF ELMBRODK (BROOKFIELD) 0714 8,808 633,608,922 8, 808 615,151,004 B.170 a6, 545, 281 7, B86
OF BROWN ® o721 5,767 230,445,133 5.7 195,974,641 / 1 5,014
SCE U OF BRUCE 0735 1,080 Z2,980,778 1,080 T8, 461,080 841 983,078 Te%
WISCONSIN DEPARTMENT OF REVENUE 11/03/86
svsrems AND DATA PROCESSING (T5TX022) 2
WISCONSIN SCHOOL DISTRICT SUMMARY STATISTICS FOR 1983
" i “DIST BETLURN TOTAL 1 NLOME RET TAKABLE 1MLOME HET TAL
SCHOOL DISTRICT NAME NUMBER COUNT AMOUNT COUNT CUAMOUNT CCOUNT AMOUNT - 1 COUNY
SCH D OF BURLINGTON AREA Q777 8,679 302,144, 394 8,679 278,130,707 7, T4D 15,148, 851 7,396
o ks UT 084 13,9 5 11,703,420 473 5 458
SCH D GF CADGTT COMMONITY G870 T, 443 34,082, 3 3 1, 443 28,531,774 T 170 7,506, 904 1,088
SCH D.OF CAMBRzAm?nxeSLANQ 0882 707 17,429,818 707 14, 806, 863 589 T80, 955 558
B 0896 A5, 744 41,208,631 1,334 171,06, _1.214
SCH™D BF € a (e} 155] 1,118 27,606,667 1,118 73,372,959 554 1,212,396 80E
,scu D OF CAMPEELLSPQRT 0810 3,151 96,840, 823 3,151 87:073.975 2,814 4,708,578 72.897
g8 978 18 (288 978 16,065, 521 715 K} Yi
sc D DF cAssv LLE 0884 817 19,633,435 a1 T6,551,913 723 & BT4
SCH 0 OF CEDARBURG 1015 2,668 127,888,713 2,55? 121 545 naa 2,813 &, 742 781 2,388
SEH D éF c&%?ax 1053 2,078 48,851,381 Z, EL 678 057D 4 1,584
SCH D QF CHILTON 1085 2,508 79,786,080 2, 508 71,712,185 2,233 3 970,058 . 2,129
o PP, AREA 1992 10,676 316,838,891 10,5878 281,010,811 9,288 15,269,188 8,840
5CH D OF GLAYION 1129 448 11,987,726 448 16, A94, T84 378 566,771 56
SCH O OF CLEAR LAKE 1127 954 25,564,861 894 21,949, 021 848 1,151,582 808
E NETY 1134 1,089 55, 928, 856 1,988 €0, 835 1,73 3.35%&993 1,857
SCH D 0 c&zurcﬂ TLLE 1141 H, 512 39, 691, 462 3,512 77,289, 4 3 2,888 4,100,061 7,821
SCH D OF COCHRANE-FOUNTAIN CITY 1158 {,852 o, 504,937 1,962 44, OSﬁ 152 1,678 2,348, asa 1,600
] E BY, 1162 2,230 3. 1 45 JBE1 1.7
CH D OF COLEMAN 1163 1,768 B, 455,084 1,768 38, ss: 341 1,479 N oss 425 1,34
SCH D OF COLFAX 1176 817 22,778,696 917 20,407,723 781 1,075,282 763
MEUS 1183 2,874 1 74 37 3,1
W QD OF GCORNELL L S0E 71,089,544 806 CB10, 842 35 9,054 43
SCH 0 OF CRANDON 1218 1,883 43,766,057 1,933 35 137 sss 1,518 1,841,410 1,412
H £ ViTZ 1232 1,238 40,018,058 ; Py
SCH O OF CUBA LITY 1246 2,540 i, 7A%,376 z OAC .333 as; 1.7 N 1,684
SCH O OF CUDAHY 1253 8,708 248, 019 378 8,709 2;7.979.325 7, ssv 11,644, 788 7,236
M 1260 2,210 1 A4, 54 1 5, 1
§%§ 4] OE”EAE%EﬁaéaN’EnuﬂnN:?v 1285 1,777 FEm T 36, 987, 108 7,548,980
sca Q ur asea#xeLD COMMUNITY 1308 1.155 zgs,sss,sza !.162 sg.ssa.azé 1,243 15 L 841, 333 ;,011
2R A ! 2na2l 228 . — &, 3 [o]
8 & 343,595,022 ) 680 325, 576, 4017 B, 002 15673, VB20
scu D GF DELAYAN-DARIEN 1380 TETT 131;%05;402 5’313 143,3?0.573 é,idt 7.s 5,331 4,585
of ; 4
CH 0 R 1414 3,48 V59, 655, 520 3,593 745,024, 708 3,164 5,083,131 3,081
1sCH © OF DE S0TO AREA 1421 1,535 37,452,928 1,535 31,749,063 1,268 1,662,880 1,180
H ¥ 1428 2,815 75.:&4.30 3 51 & 3
SCH D OF DOYER #1 1448 174 518,518 173 6,112,684 TEZ 531, 154
SCH © OF nauugenn 1z91 1,552 33.;?3 5;4 1,353 iv,szc,saz 1, 231 1,436, 448 1,444
3 ] j g
SCH § OF NORTHLAND PINES ( AGLE RIVER] 1525 4,65 TG, 450, 487 4,68 §2,979.67 3,sos 4, BET, 442 T, AB8
SCH D OF EAST TROY conwunx 1540 3,730 130, 641,215 3,130 126,435,277 3,338 £,5812, 481 3.223
A 1554 27,445 853,778,771 21, 445 775,234, 5 £7.,563, 4 I
SEW © OF E can 1561 1, 141 28,880,188 T, 141 24,781,174 LY 1,971,394 934
SCH D OF essﬁnTaN 1568 3,820 119,610, 300 3, 820 107 758, 653 3.391 &, 349 ssz 3,236
SCH D OF ELCH 1582 1,054 8 3 84 4 B SR 5
SCH © OF ELEVA “ETRUM 1600 1,368 32,615, 156 1,368 EEN 1,13 T, 453 717 7,588
SCH D GF ELKHART gaxsaanswaeuaan 1631 1,543 60,683,319 1,543 53.477,54s 1,348 3,194,122 1,%99
SCH D OF ELKHORN AREA 1538 £, 508 144,307,245 4. 5 211,77 ; b o
FECH D OF ELK MOLUND AREA 1648 786 22,603,523 TER 19,978,457 693 1,089, B58




WISCONSIN DEPARTMENT OF REVENL 1?]03/96

SYSTEMS AND DATA PROCESSING {?STXDZZ)
WISCONSIN SCHODL DISTRICT SUMMARY STATISTICS FOR 1985

T DIST ETURN TUTAL O NET TAXKABLE INCOM NET T
SCHOGE DISTRIQCT NAME HUMBER COUNT AMOUNT COUNT AMOUNT COUNT AMOUNT COUNT
SOH D OF ELLSWORTH COMMUNITY 1683 3,840 111,131,023 3,840 99,277,512 3,334 5,318,010 3,207
; 1668 £52 16,837,327 852 14,313,510 S70 762,343 528
hOF ELROY-AENDALL-WILTON 1673 1,688 42,084,954 1,688 35,948,037 1,370 1,958,216 1,281
ScH- D QF EHTN #2 1583 335 ;7,490.~11 32% 16.805,;09 36 3;0.239 283
= #AL Cﬂ EK 1729 1,023 g,112,822 3,023 25,500,115 855 1, , 101 Bi
SCH £ GF FALL RIVER 1736 682 23,329, %25 582 21,180,887 584 1,186,007 572
. FENNIM o ITY 1813 1,702 A0, 0 7 4.1 4
5CH D OF LAC Gﬂ FLAMBEAU #% 1848 kit 12,88 .015 70 10,364,358 490 533, 146 43
SCH ﬂ OF FLOREHCE COUNTY 1855 1,949 49 036,83 1,948 42,168,291 1,875 2,261,780 1,462
ﬂU LAC 1862 8,9 3 80 8,558 2BE, 641,18 8,266 A86, 274 T B84
SCH O 0 FO%T & 1870 188 280 188 L 028,791 178 385,052 bEE
st © OF FORT ATKZNSO& 1883 5,749 208,045,17% §,748 188,111,457 5,838 10, 104,118 £, 8458
£2) E 1880 % Tr T, B84 1,0 i 5 84 4 1
SCH OF MARLE DALE KEIAN HILEL 1897 378 Z, 564,553 37 1,849, 344 1,808,812 323
sCn D gg FRANKLIN PUBLIC :ggg ? 107 180, 588,751 3,;27 173, aaz 595 3 541 9,563, 6686 3,442
E: 2 v 4, Ll & 23 2] EER
SCH g OF NGRTHERN OZAUKEE 1945 1.642 57,643,328 1,642 £3, 249 315 1 483 2,884,138 1, 437
SCH O OF FREENOM AREA 1953 2,368 80,738,121 2,386 T4,433,803 2,108 4,043, 104 2,040
ol ¥, ~ETTRICK 2009 Z:733 72,587,775 2.013 62.8 4,8 : 3
BOH £ OF NORTH CRAWFORD 0186 ag7 18, GAG, 444 B97 i3,158,77 658 674,84 634
SCH D OF GENEVA J 4 . z044 78 2, 530 333 75 2,394,539 7 128, 536 -3 4
e} 0 Y 4.2 2081 344 11 44 1 4 40,47 0
;sgﬁ % OF GERMAR%OWN Z0%8 &, 667 375-?8‘ 555 8,667 I8Z, 843,844 7,837 18,558,073 7,715
S4KD OF GIBRALTAR AREA 114 2,801t 75,281,510 2,601 66,895, 73¢& 2,187 3,647,958 2,030
ﬁ%ﬁ 0 oF GILLETY £128 1. 857 25,8 1 1.5 3 1 h) 1
SCH D OF GILMAN 2135 3:1 18, 467,720 SES 16,311,880 2 659, 144 []
SCH 0 OF GILMANTON 2t4Z 345 £,380, 863 J48 4,000,843 262 199.094 242
¥ MILLS 2184 4,871 232 4 1 4 z h3
H7D OF GLENWOOD CI ¥ 2158 1,088 26,741, 5 4 7,058 243,052,404 £ 1 2%3 198 850
sca D OF GLIDDEN {(JACOES) 220% 537 11,954,575 537 4,015,578 484 45 6.265 445
SEH 0 :OF GOODMAN-ARMSTRONG 2212 475 10,471,813 1 4
SEH D OF . GRAFTON 2237 2,308 106, 08%,842 2,308 00,443, 854 2,183 ! 26 317 2,119
SCH D DF  GRANTON AREA 2228 418 9,158,083 448 7,458,282 324 382,830 304 -
SCH.D _OF -GRANTSBURG 2233 1832 4&.3 3 1 4
SCH D OF "BLACK HAWK (GRATIOT} 2245 a1Z 20,386,343 412 17,082,812 733 QGS 702
SCH D OF GRE&N ﬁA; AREA 27439 8%,325 2, 099 34£ 841 s;.azs 1,308, 509 472 5;,772 105 543 968 52,355
& o8 G 5, g8 58
SeH. 0 OF G&EQN £LD 230 42% 216 753 384, 498 #54 ' T, 168 10, 936
sa& g OF GREEN-- LAgE %g;g 285 32,838,371 3-1] 9 313,221 239 1 869 373 746
WO D *1 22 B8, 578 ¥ 3
SCH THAMILTON {LISBON; | 2420 5,448 218, 744,321 4 206 738 8?9 Pk )
5B OF 5AIN?°CROIX CENTRAL L HAMMOND Ziiz 1.240 52, 392 147 1,840 47,888, 595 1.352 2 568 334 1,33
D CF H 2 4 3 z 18 8 7 . &£, 818
Es] HARTLAND~-LAKESIDE J3 2480 1,657 79 238, ETE 1,617 1%, 740,558 1,541 4 136 924 17808
bl HAYWARD COMMUNITY 2478 207 434, 107 4,581 91 352 817 3,435 4,921,458 3,162
0_OF S0LITHWE R CNSIN (HMZ G B 5? : 3 41 1221 1. 848,83 b 2
5 OF HEAMAN #22 2523 5,4 273 7 142 3'4 38 381,402 iy
SCH 0 OF HMIGHLAND ' 2527 538 12 f04 758 236 10,158,1%2 447 525,312 428

§§ﬁ-g Q% H%gggg% 2534 1,133 A0, ;gg.% -] 1132 36,112,274 1,913 2,048,351 870
'SCH O OF HILLSBORO 2541 1,244 25,797,380 1,244 21,737,128 989 1,138,689 8R6

WISCONSIN DEPARTMENT OF REVE 11/03/985
{SYSTEMS AND DATA PROCESSING {TSTxezz) et
WISCONSIN SCHOOL DISTRICT SUMMARY STATISTICS FOR 1585
: CETSTT RETOAN _ YETAL THCORE NET TAKABLE INGOME —RET TAX
{scuool. DISTRICT NAME NUMBER  GOUNT AMOUNT COUNT AMOUNT COUNT AMOUNT COUNT
SCH D OF HOLMEN 2562 3,785 115,523,618 3,785 103,853, 928 7,308 5,425,848 3,206
SC4_D_OF HO N 2576 2,781 89,534,703 2.781 £1,382,382 2,458 4,404, 658 z, 360
SEHD 0F HORTORVILLE 7583 4,088 159,010,408 4,088 748,708,380 3,509 4,715, 140 3,833
SCH D OF ﬁOwARD*SuAMICO 2604 5,452 195,918,335 5,452 184,501,027 4,501 §,988,571 4,770
ARDS. GROYE 280 W8 4 2 50 5 758 1.4 8 7 1,37
SCH D OF Honeon 5511 B, 08 534,374,187 8,551 316,161,459 7,268 T, 403,08 Tro52
SCH D oF HURLEY 2618 1,814 41,494,828 1,914 33,990,752 1,558 1,804,594 1,482
1 RO F 7 4 1 3 737 1,338,883 781
e :nn BENDENCE. 2642 7,020 27,415,757 7,020 17,540, 541 845 504, 601 TEE
SCH D OF TOLA-SCANDINAVIA 2639 1,474 41,454,288 1,474 36,758,780 1,258 1,855, 48C 1,198
ANT ZE4E 1,439 32,768,323 t.438 27.512.7432 1,188 L.441
SPRD GF AT 2660 367 7,419,365 307 6,240,339 270 19,127 iy
SCH D OF JnnesvxLLe 2685 27,458 818,056,802 22,458 753,086,520 20,172 41,924,939 18,227
FERSON 2702 4,784 141,184 4,784 11 4,074
SEE-8-0F10hNSoN CREEW 2730 1, 581 33.913,501 1,087 30,422,385 5706 1,652,258 )
SCH O OF JUDA (JEFFERSON) 2737 214 6,093,283 214 5,412,613 183 293,715 173
§§§~gmg%_ggggg;¢§g”1_gﬁg ALY 2744 2,181 81, 1 54 5 1 2 74 1
SCH D OF KAUKAUNA RREA 2758 7,955 388,036,541 TUEE 734,975,536 7,637 77,150,076 &, 745
SCH D OF KENOSHA 2793 46,545 1,479,208, 385 46,085 1,340,700,854 40,209 72,788, 838 37,958
KEWASKUM 2800 4,292 1 & 4 ) 777 3
sgﬁ“s OF K éﬁeu EE 2814 7,738 5, 734, 180 2,788 g 200,89? YT 3,27, i Z.362
SEH D OF KIifL AREA 7828 3,121 92,555,713 3,121 az 793,878 2,743 4,448,852 7,838
F RLY AREA 2835 3,682 132,491,435 3,692 12 3
$E-B-GFaticen Za42 376 26,473,170 376 9, éz%,ié% 353 1:128s i — 245
SCH D oF LA CROSSE 2849 10,889 371,218, 900 10,888 336,156,743 9,384 13.27?.255 8,349
1S TH- NS 2856 2272 84, ¥i 4 74 3 7
H 0D ARG . 3863 5o §,584,7 e £57 7,555,982 403 570
SoH b ns LAKE GEREVA J 1 2885 5,182 161,216,501 5,142 145,573,020 4,508 ?,385 !ss 4,262
H & 2891 528 12,4 1 o5
§CH{} &5 Lﬁ%g R 2aag T, 774 BT, 408,234 z 574 3,651,565 7, & ¥, 283, 5k z, 337
SCH D oF LANCASTER COMMUNITY iglg 2,387 81,777, 924 2,397 £3,326, 432 2,038 2,848,357 1,911
SEH [ R 7381 TR 3, 774,24 997 58,308, 51 333 £ & V132 80£
SCH D OF LINN J 4 3687 63 2,688,885 63 2,513,088 539 138, 887 57
£ § 3094 53 2,173,219 53 2,032,817 50 110,823 489
$CGH™D oF RICHMOND A EE 314 32,230,027 E3r T, 407,131 781 77205, 634 S84
|seH o oF LITTLE CHUTE AREA 3128 1-588 B4 8 ,851,122 3,588 50, s;s +802 1,485 3,331,326 1,442
3 5 4 BOO
$-2-Ftonten 3971 Z.212 : 7,212 V188, 35 o5 3,308,
SCH [ OF LOYAL 3206 912 22,885, ga4 812 19,568,316 170 1,040, 885 730
C 3213 1.082 28, 3 123.0 o1 1,195,963 a4
%ﬁn'%“bF LUXEMBURG-CASEO 3220 L 277 58,034, 4 &5 3,277 88,023,662 L] 4,762,592 Z,774
SCH O OF MADISON METROPOLITAN 3259 ss 977 2,448,900,388 §5.877 2. 262,071,523 59,621 125, 444, 669 55,749
oF WA 3276 7 717 187,011 ud 2.4 &
sgg‘% GF %AQ%?Ewec 3290 17 770 535 50 sos TS T75tos 50 18,777 36,337, 37 :%,aaa’*
GCH D OF MAPL 3787 z.222 58,876, 540 z,222 5C, 705, 163 1,882 2,738,502 1,785
oF WARATHON CITY 3304 72,775,804 1.8 $,870,01 1 7,58
S B OFMARINETTE 3311 §, 321 175,048, 468 B, 321 785,972,695 5,378 §,49%, FL]
SCH D OF MARION 3318 1,217 29,040,041 1,217 24,508,870 1,013 1,315,868 854
0 OF MARKESAN 3375 1,978 181,637 5 43 o 8 1
SCH O OF MARSHALL . 3332 ¥, 036 €4,97Z,239 698 6,688,374 1,813 3,268,370 T,73¢




WISCONSIN DEPARTMENT OF REVE NUE
SYSTEMS AND DATA PROCESSING (TSTXOZZ}
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E

SCH &1 DF NORTH CAPE

§%H D.0F REEDSBURG
SCH O OF REEDSYILLE

3, 964 284 g8 3,

?97 703 203,

©IsT RETURN THTAL 1 NCOME NET TAXABLE INLGOME WET TAK
SCHOOL DISTRICT NAME NUMBER TOUNT DMOUNT COUNT AMOUNT COUNT AMOUNT COUNT
SCH 0 OF MARSHFIZLD 3338 11,817 393 BAL, 187 1,817 a57,941, 137 10,123 19,924, 242 2,682
oF TON 236 & 45,139 3,74 74, 3 ] 4
SCH 0 OF MAYVILLE 3387 +BB5 92 256,743 2,85E 83,832,041 EN 20, 80 2,472
5CHM D OF ﬂCFARLAND 3381 3,509 146,339,921 3,508 39, 195.353_ 32, 150 7 592, 302 3,088
5 AREA 3408 Ea347 146,186,171 S, 342 128,187,874 .552 4,324
SCH © © 3427 B33 18,522,896 FEE 15,347,122 674 808, 31 851
SCH D OF MELRQSE ~MINDORD 3428 1,180 25 988,048 1,180 21,582,170 954 1,122,598 o
§%B_§Jlﬂmﬁﬁﬁ§¥édm 3430 9.109 17 m5 2 21208 a7 213 14, 888,00 813
BCH D OF MENGMINEE INDIAN 3434 938 12 896, 236 9,809,064 496,670 3
5CH § OF MENOMUNEE FALLS 3437 5,201 222 581 662 8,201 208,751,071 4, 928 11,448, 935 4,883
Ci F_MENO AREA 3444 T 1¥1, H14 4 64
SCH D 0F MEQUON-THIENSVILLE 34789 4,487 z 3 893 349 4,451 €4, 652, 2 4,135 14,713,481 EN
SCﬂ 0 QF MERCER 3484 692 34.8!8,518 692 11,988,748 544 637, 830 484
£ M 3800 8,483 229,177 8,4 4 1.242 0 i 6,817
scu 7 GF SWALLOW 3810 tAat 9,691,287 141 9,444,384 138 T48, 780 134
SCR ] eF NORTH LAKE 3514 zs58 12,325,378 258 11,756,383 248 844,854 236
1 3528 T24 T4 0 784 42153 231 1..826,749 14
5CH 9 9 STON 3542 433 20,978,341 a3 19,967,725 389 1, 124,863 382
SCH 3 OF M?QDLE?QN CROSS FLAINS ggfs ;,ggs 352 ?95 321 3,683 ?32,313,027 T,08% 18.753,0?0 6,859
i 4 1 12, 5y
SCH D DF MIL A EE 3819 782,152 &, 4 7 813 FEE 762,152 B,5571,7AZ,841 272,644 297,177,030 197, 770
5CH D OF MINERAL POtNT 363 1,475 36, 976,628 1,478 31,754,518 1,244 1,670,431 1,187
M £ A 3640 3 L c 4,407,208 ¥
SCH § -0 NQ HWO0D (MINONG) 3654 1,130 28,773,618 T, 130 25,4386, 809 S0 1,398,297 84
ScH B OF MISHICQ 36861 2,122 59,831,527 2,122 53,859, 862 1.837 2,894,229 1,773
e 3 8086 41,464 1 4,41 ¥ T, 871 1
SCH D O MDND A GROVE 3875 3,293 134,621,387 3,293 1i6,668,7588 3,081 6, B2, 67 2,870
SCH O OF MONROE. 3582 5,688 202,478,628 6,888 180 483, 479 5,758 2,928,873 5,426
F_MONT 3 b 43,801,493 104 1,87 £ 3 2]
|5CHT0 0F MCN EGELLO 3698 FEE] 0,238,587 763 17,58 334 674 845,071 £36
SCH D OF MGSINEE 3787 159 %32 LEQ, $07 4,189 11s S ? 44 3,638 6,447,364 3,481
: AREA 3784 A% : 2,581 1 01
BCH O OF ﬁﬁKWGN FEZ 9 35 378 189,73¢ §,388 35?'.59.73: 8,388 19,503,028 "B, 188
SCH b GF ﬂIVéRDALE (MUSCODA} 3B5C 1,868C 35 557 482 1,880 29 08, 844 1,387 1, 57,013 1,27
] i+l HWAY 3857 a, a7 1 4 : 8 £
SEH O OF  LAKE® CDUN RY JB&2 E1: a1, 755 183 865! 38, 3 9 785 2 F 581 &
SCH D OF KECESAH AREA 3871 1,317 37, 493 A4 1,317 32.443 930 %,075 1 4?3,502 1,018
OF _NEENAH 4 7. 6,4 14 287 | (27 .n;%__
4%CH D .OF NEILLS#ILLE 3888 2, 45E 58 2,458 A, 116, B4 2,040 2 830, BE8 1,8
SCH D OF “NEXODSA 3906 4,868 52,07£.394 1,888 55 950 353 1 121 2, 043 576 1,868
OF 3813 153 ! .A9%5
CH D 0F NEW:AUBURN 3920 EE3 2 124, 969 553 3 820,05% 44 408
SCH D 0; NEW-BEE;IN 3828 ?.464 315 735 304 g,d?ﬁ 302,878, 348 &, 179 16 774,343 ?,9;7
i P O
00 O OF NEW HOLSTE 3541 3,832 104 023. 2 ;832 92,933, BE 3, 193 5,002, 98 3,028
SCH O OF NEW L.ISBON 3548 1,481 39,275,524 1,481 34,00%,189 1,184 1,887,348 %,13%
E_] 3855 o074 5,085 1 3,4 4 4 4 3
SCH O OF NEW RICHMOND 3962 4,452 142,804,508 4,452 129,388,393 3,88 €, 948,045 3,717
SCH. D OF NIAGARA 3964 8§28 21,381,267 625 19, 410, 926 858 1,071,048 822
%ga D oF N%RBI§ (VERNDN) 3878 4 A14,7684 4 401,228 4 24,722 4
FH D OF NURTH FOND OU LAC 3983 3,008 85,184,112 3,009 75,728,888 2,832 4,043,698 2,518
IWISCONSIN DEPARTMENT OF REVENUE 15/62/88
.'SVST&MS:ANQ QATA PRGCESSENG (TSTXO22} &
R R WISCONSIN SCHOOL BISTRICT. SUMMARY STATISTICS FOR 1993
ois RETURN . TETAL IﬁCOME . €T TAxaﬁLE INQ9§§ TTTURET TAR -
SCHOOL DISTRICT NAME HUMBER COLNT L AMOUNRT Lo AMOUNT COUNT AMOURT LOUNT
5CH D OF NORWALK~ONTARIO 3980 687 13,214,580 887 10,370, 224 £41 523,235 421
§ 4011 248 10,980, 544 Z48 10,4 5 ' 3, -
SCH &"OF GAK CREEK-FRANKLIN 4018 11,4486 423,808,834 11,448 995,887,924 10, 3866 21,636,176 10,088
SCH D OF CAKFIELD AQ25 2 0, 980 298 939 23,311,650 844 +,542, 578 827
£ WoL AREA AQBO 4 53 & LA8E 4, K 8,508
15CH D OF . oCo! 4067 2,653 2, T 2 3,047, 9 Z.085
SCH O OF scanre FALLS AD74 2,834 78, ‘828282 2,834 69,288, 581 £,448 3;&955534 2,334
OF | O 40 : B 3 [+] 3 & 1.7
CH ¢ OF ONALASKA 4085 2,993 118, D2k, 447 2,893 130 5 2 6,008, 541 5
gCH G OF 0gSTBURG :;i} 1,;:? 58,8&3,357 ?.;32 53, 525 351 £, 575 2, 840 3?5 1,522
SER B OF PAHKVIEW (ORFOROVILLE) 47151 2,108 68,758,658 2,108 B2, 43 996 3,8#3 3, 437 832 1,771
SEH D DF OSCEGLA 4168 2,182 &8, 288,873 2,182 5%(9?5.337 1,813 3, 323 953 1,821
a12¢ 28, 306,010 B ik 4 24,288
Y] g CEEED-FAIRCHILD 418E . 864 42,995,988 1,864 38,082, 106 1,53 E 395 80 1,845
SCH 9 OF OWEN-thﬂ £ 4257 1,215 28,884,081 1,218 271,088,728 1,003 Sy 1089, 143 942
A A 42213 2,178 74,353, 2 1,584 4 3 a__
SCH D COF PARQ ¥iLLE AREA 4228 Z, 013 57,828,278 2,013 1,120,834 1,728 2,714,286 1,648
S5CH D OF PARIS J 1 4235 Z2E0 9,515,942 260 9,189,389 239 511 543 230
PARK F 4247 2.3 180,418 7 AT, 8
SCH D 0 BEECHER~DUNBAR-PEMB INE 4283 889 18,833,858 E89 15,181,586 7% 023 660
SGM D OF PERIN AGEA 4270 822 18,685,387 822 15,892, 452 683 325 1370 £47
T 430 1 o, 34 1,83 531 3
SCH GF PEWAUK_ 4312 4,290 184, 576,535 4,280 174,807,202 3,884 ¢, 548,508 2,871
S50H O OF PRELPS 4330 170 4,464,231 170 4,789,080 151 187,881 142
4 PﬁILi;QS 4347 2,280 1:197.588 75 4,0 143
CH O DOF PITYSVIL 4362 1,468 38,397,273 1,468 ,BBR, 501 1) 234 7,893,829 1,188
SCH D OF TRI~CDUMTY AREA (PLAINFIELD) 4375 1,397 33,084, 108 1,387 2& 582.485 1,133 1, 544, 568 5,071
E PLATTEVILLE 438% 4,485 124 1 4,488 118, k ki 82
SCH & OF PLUM CITY 2459 454 10,908, 602 464 9,048, 211 382 475,688 FO
SCH [ OF PLYMOUTH 4473 §, 500 178 ag2,877 5,500 %52.593.116 4,857 8,811,879 4,650
OF PORTA NITY AS0 AL o4 845 H oA, 148 b 07 1
SCH D OF T EDWARDS 45C8 1,013 39 427,287 1,013 37,816,881 880 2,157,985 g4
584 D OF ?GRT WA$HIRGTU&-SAuKVILLE 45818 6,458 Z36,799,653 8,498 215,633,518 5,853 12,007,427 E,587
DF S NG) 4522 Ees 12,496,825 38 0,138,123 454 413
5040 OF POTE 4528 £18 23,184,955 818 70,898,171 7 1,134,791 [E]
SCH D OF ?OYNETTE 45386 2,072 67,933,652 2.072 62,242,518 1,880 3,328,584 1,788
oF R 454 [of I 8 58,181 4 7z 1 1
H 0F PRAIR E FARM 4557 415 9,516,280 418 7,873, 1586 33 414,334 320
SCH D oF FREN?tcE 4571 i.252 30,210,533 1,252 25,513,314 1,021 1,378,420 958
4578 2,228 79,086,878 24228 73,262,058 8. 3588
SCH © GF az N 4606 1.058 26,319,503 1,085 22,518,180 a00 1,178,414 850
SCH b OF PGLASKI COMMUNITY 4813 4,102 142,619,080 4,102 139,108,823 3,809 7,802,818 3 488
CH F_RA 4520 68,100 1.6 O, (s} 4,81
SEH D OF RANDALL J 1 4827 S85 21,333,889 585 19,7310, B18 530 1,050,728 49
SCH O OF Rﬁ&DGL?H 4634 1,184 32,82¢,148 , 164 28,431,739 1,020 1,509, 643 948
im 2 M LAKE AB4% 2,234 68,4 34 424 1 A _4*%99__
SCH DT OF RAYMQNO #14 4686 £77 23,892,891 57 22,481,830 574 1,251,334 11

577

4580 98
4753 3 £4 £ 44 1 1. e1 4,87
4TE0 1,654 &5 79 ,» BO 1,654 40, 523 168 1,445 Z, 175,827 $, 38

BS




VISCONSIN DEPARTMENT OF REVENL 11/03/9E

IYSTEMS AND DATA PROCESSING (TSTXDZZ)
WISCONSIN SCHOOL DISTRICT SUMMARY STATISTICS FOR 1985 -

Ti5T RETURK TOTAL TNCOWE SETYARABLE TNOOME T WNETY TAR
3CHOOL DISTRICT NAME NUMBER COUNT AMBUNT COUNT AMOUNT COUNT AMOUNT COUNT
SCH D OF annaLnnnsa 4781 8,715 248,328,541 §,715 215,352,649 7,425 11,662,908 7,631

818 LAKE 4785 1.175 z71. 1,175 22,887,178 267 1,187
np of RICE LAKE BREA 4502 8,149 172,407, gas B, 142 T50, 447, 768 E7184 &, 12E, 504 1,887
SCH D OF ﬂzcaFIELn d41 4820 526 29,773, 435 628 28, 400, 430 801 1,563,388 582
1ELD. J. 11 - 4843 347 &.877.883 347 16,307,097 334 "
5CH D GF CHLAND as51 7, 838 100 067,887 3,838 86,086, 420 3,232 4,637,08 I 01t
SCH b OF n:o conuu«zrv 4865 7,039 28,336, 607 1,033 24,881,728 302 1,330, 831 863
;gﬂ_gﬁgF aip 4872 4,245 128,748 4,24 127.7
SCH B OF ﬁxvsn FRELE 4893 B, 181 208,783, 53 5, 181 TE8, 524, 6 £ 387 TG, 151,137 5,171
SgK D OF RIVER RIDGE 4604 8,395,578 as4 5,884,801 288 288,631 278
OF ROSENDALE-BRA DON . 87 4 85 48,920,511 34 812,603
oF 4853 1,655 27,817, TEE 1,053 25355598 890 1,283,894 543
scu B oF e e HOLIREST AREA (ROTHSCHILD) 4870 10, 158 324,715,988 10,158 284,241,047 8,674 15,884,886 8,818
E N J_§ 4838 189 &, 466,807 1 175 314,038 168
€A D OF SAINT CROIX FALzs 5619 T, 687 §2,E35,048 T, €87 77,725,499 T, 502 4,534, 502 17 8
SCH D OF SAINT FRANC 5026 4,141 11€,373,192 4,141 103,085,737 3,724 5,504,317 2,514

5061 422 14, 4 13,343, 80 8 1o
s%ﬁ B-BE-Shten e €053 T, 453 57,583,997 7,353 8,539, 508 {7296 3,611,392 1,238
SeH D of WILMDT GRADE SCHOGL 5675 135 5,164,402 135 4,818,867 125 260, 168 122

AIRIE 8190 5,118 183.1 5 46,0 7 4 . : 4
e $iNFer 5122 FE) 9,343,253 FEL] 7,461,976 378 383, 2 3ED
SCH D OF SEVASTOROL 5130 Bad 21,378,580 844d 18,294,306 723 943, 308 678
¥ MUNTTY 5138 3.814 19 81 L 549,541 2.277 5,308,010 3,137
EEW B OF SHAROR J 5358 513 17,086,570 513 15,212, 465 €54 801,225 489
SCH O OF anWANO~GRESHAM 5264 7.082 193,082,941 7,082 168,107, 643 5, 951 9,122,862 5, 6507
F S GAl £271 112183 357,535,348 11,1 3,601 443 19,578,702 9,928
$ER D OF SHEBOYGAN rans 5278 3,540 136,788,950 3,53 133,568, 103 3561 6,786,819 3,404
SCH B OF s:ELLTLA g s308 ;,o:a 25,002, 420 1,014 21,332,185 810 1,148,302 751
r ° 1.1 1 k|
ECH D SE-SHarEwooD €355 5, 486 304, 3 s 324 5,486 755,228, 42 £, 98 17,011,134 5,530
scH D oF suuLLsaunG 5362 738 17,854, 896 138 15,046, 908 621 798,489 587
SCH- v LAKE J 1 5353 941 30, 456,91 941 27,763,678 1 1,
SCH BB 8% €378 1,084 52,261,638 QE4 16,035,214 it CELH ] F65
5¢H D OF SiiNgER ain §§§? 4,362 1§4.57s,34e 4 .382 153, 143, 803 3,945 . 348, 323 3,826
%%% é‘iﬁ“éeué 2t - EVETS 17577 as*igg“saa "1,3%? — 4%,4%%;925 — 1,531‘“ z.%%%;sss 3,198
SCH D OF SOUTH MILWAUKEE £433 g, 554 294,121,427 9,554 255,048,523 8,537 14,206,377 8,085
OF TY 5457 2,896 7 5 4,494,175 1
SN D OF span - AREA £450 5,359 136, 570,486 EPETT] 117,512, 4568 2,835 €, 148,533 4,248
SCH D OF SPENCER 54857 1,525 42,877, 377 1,825 37,9811 408 1,308 2,038,803 1,255
sp ] 5474 3,58 g 4 BEE 13 2,.B4 3,507,858 2, 663
S BGE RIVER VALLEY (SPRING GREENY EEFE] 3,060 B 4,503,174
ion 2 oF SPRING VALLEY 5538 208 za 1294, 201 209 25,395,245 764 1,401,158
TANLEY-B0YD Al 5533 1,824 1,824 71 a 1,511.327 s
ECH D TEVENS POINT AREA E607 50,625 B42, 586, 5 70,625 580, 509, 260 77,850 T 614, 25 16, 98O
4 663, 935 430 13, 405,658 394 726,669 280

SCH D OF STDCKBRIAGE 5614 30 14,
OF STOUGHTON, AREA 5621 7,383 251,037,156 7,351 §72,414 541 1
s%u‘% BF STRATFORD 5628 1,668 23,734,763 7,859 35,342,533 1,435 2,047, 74 17581
sgv D oF STURGEON BAY Eg42 1,386 43, 443,080 1,388 38,540,031 1,247 2,054,183 1,151
N PRA AREA 4,318 18 5 4,310 158, 587, 10 4,06 8,481, 740 3" 918

WISCONSIN DEPARTMENT OF REVEN 11/03/986
SYSTEMS AND DATA PROCESSING (TSTXOZZ) 8
. WISCONSIN SCHOOL DISTRICT SUMMARY STATISTICS FOR 1995
- BYET T RETURN " TOTAL INCOME NET TAKAGLE INCGME — "HET TA
SEHOOL DISTRICT NAME NUMBER COUNT AMOUNT COUNT AMOUNT cog AMOUNT’ COUNT
SCH D OF SURING 5870 1,281 27,648,401 1,29t 22,528,718 1,085 1,162,048 954
£ 2P 5726 1,285 25, 17 1 1 1,03 1
TR D OF THREE LAKES £733 T, 816 £2, 748,444 1,818 %7580, 637 1,498 ¥, 406, 104 1,382
ISCH D OF TIGERTON £740 08 14, 852,008 705 12,179,488 558 627,728 542
TOMA] A 5747 7,088 7,727 .54 7,058 74 1 4 4
'scn‘%?“g T%MEHAW% - 5754 1,08 189,673,844 4,087 45,488, 889 3,439 £ 130,832 3,219
SCH D OF FLAMBEAU 5757 1,208 25,234,829 1,208 20,708,038 934 1,088,365 857
TURT E 5310 1,028 74, 156,7 20,44 6 y 1,068, 11
18P £ T%%NLiaxés"il 5817 £93 17,677,665 LE] 16,597,279 462 885,295 44
SEn B oF TWO RIVERS 8824 z,908 98, 589,033 2.308 86,473,858 2,708 4.588,871 2,587
§g§,gmg§_g_;géﬁgs 41 5859 2.301 70,17 4 3 ; 4
ECH D OF VALDEWS AREA 5RE6 Z 2581 §7,633,325 Z. 251 60,293,852 1,681 za £82 1,502
SCH O OF YEROKA AREA 5901 5,022 231,256,426 5,022 221,246,738 4,804 12 334,298 4,378
vioLa 0 771 17.860,0 771 14
§%ﬁ“§’éé‘%r%§a&ighaEA - . 59%3 7,892 56, 718,440 77527 ¥7,092, 685 7061 7,439,882 17884
s¢4 D oF W WABENG AREA s952 1,241 zs.gca,ovs 1,241 21,582,281 963 1,132,566 901
J 1 1.047
§e-5-or RS HBLRN ‘ BOLT 17530 45,324,061 1,53 3§, 062,528 1,256 2,084,2 1,188
scH 0 Of WASHINGTON £0B9 451 13 423,068 as1 11,848, 450 391 635,878 364
70 A LL 5104 352 Wl 13 4 7
H o WAT RFGRO R 6713 3,154 zzz §90, 798 EWEY TV4, 694,883 7,862 7275, 396 7,781
35N B OF WATERLOO 6118 1,027 33,891,789 1,027 31,083,768 234 1,654,313 830
SCH D OF wg;ggzgga §125 11,728 4 I 5 o7 54 11
SCH D OF WAURESH §178 FE. 521 1,458,518,258 38,851 7,308,216, EE, 33,077 1,758,804 £ a:s
scH D of WAUK%KEE COMMUNITY s181 &, 548 183, 580, 504 4,548 173, zg2,088 4,158 9,438,212 4,085
. BA 5188 5,218 1 1 1 4.4 4,124
s or WAUPUN BZi8 5,839 TE2,765,319 £,636 Hese 5 Vi 7.8 37 756
s D 0F WAUSAU 6222 11,138 423, 586,084 11,136 390, 968,654 10,138 at, 486 151 8,659
i oF W £E 5 i 41,24 1 7 t 1
g5 AL oMA ARER G287 3,803 58,613,881 , 903 87,775,303 P13 3, noz 288 2.1
sCH D OF wnuwnrss 6244 23,158 564,139,868 23,158 807,398, 180 20,828 so,ass,sﬁz 19,884
N 6251 537 10,358, 3 3.350 4 1
EcH eF EEET 6283 7,836 %0, 220 3 77838 32,858,818 T 4 17712, 2% T, 403
scH D OF WEST AiL1s gsoc 31,372 907,311, 141 21,373 soa.:ay.ass 21, 284 43,221,719 26,318
307 18,114 &4, g.§§z,ggz 18,1 $ad, ;E
SCH % oF wéE%% Bex 6321 7.237 §7,518,377 Z, 237 48,4 T%ss — J%,aa4 % z§,3¢% l%ﬂ%%?‘“
Scw D OF WEST DE PERE 5328 1,384 51,372,768 1,384 47,836,750 1,228 2,593, 198 1,182
1 6338 3,491 83,548, 4 7 3 7
EE D OF WESTON (IRONTONW] 5354 ¥53 15,025,620 753 15,376,853 619 sos, 48 576
SCH D OF WEST SALEW 8370 2,431 72,708,814 2,431 54,918,073 2,114 3,442, 508 2,011
£ T 6384 7,337 53,275,788 2,137 56,143,871 1, 7
SEH D oF WEVERHAEUSER AREA B410 362 €, 601,182 T3] €,129,841 z 783,33 746
SCH D OF WHEATLAND J 1 6412 1,189 38,747,586 1,188 35,387, 444 1,647 1,901,355 1,001
" D OF T BAY 6419 6,545 457,838,883 6,548 ABE, 792,008 5.8 4 7
SEBor wﬁf?%ﬁALL 6426 1,800 34,815,018 1,400 28,528,498 1, 182 1,579,751 1,08
13,876,937 542 10,864,025 521 560, 108 £83

SCH D OF WHITE LAKE 6440 542 v ¥
SCH % oF Wﬂ%Tg}!&TiR S48} 5,078 146,878, 624 5.078 gg‘sgg. 499 4,382 ziggz,%g 4,;§§
4,303 172, 550,863 4,303 162,444, 358 3, 900 e, 048,723 1<

SCH GF WHITMALL 6470 s
SCk D OF WILD ROSE 6475 1, 3%6 36,083,716 1,328 a, 033 45% 1, ;OO 1,688,578 1,018
74

SCH D OF W%L,Li.%ﬁ gay 64 1.1 34 497 1 £
SEHD OE "WINNECONNE COMMUNITY 6608 Z,80 §6,872,.787 2,608 84,768, 867 2,318 4,913,13 2.1




WISCONSIN DEPARTMENT OF REVENUE

SYSTEMS AND DATA PROCESSING (TSTXOZ2)

11/03/86
8
WISCONSIN SCHO0L DISTRICT SUMMARY STATISTICS FOR 1985

DIST RETURN TGTAL INCOME NET TAXARLE INCOME NET TAX

SCHOOL DISTRICT NAME NIUMBER COUNT AMOUNT LOUNT AMOLUNT COUNT AMOUNT COUNT
SCH O OF WINTER 6615 1,071 21,138,018 1,071 16,888,744 808 886,727 745

ch W SIN QEL 6678 3.573 958,701, 0 3,513 83,4%2,53 3,000 518;44 L 2.808
SCi O OF WISCONSIN RARPIDS 6EEE 15,052 494,979,858 15,052 448,323,247 13,258 <4,88%,190 12,553
SCH D OF WITTENBERG-BIRNAMWOOD 6692 2,568 64,963,587 2,566 55,764,178 2,187 2,985, 522 2,048
5CH D OF WGNEWOQ-QN;QN CENTER 6713 821 18,504,977 821 15,448,037 697 316,881 848
SCH D OF WQODRUFF 6720 2,128 57,728,880 2,128 51,089,077 t,80%9 Z,75%1,8d8 1,688
SCH D OF WRIGH?STGWN CDHMUN{TY 6734 1,238 40,621,136 1,239 37,250, 145 t,12% 2,006,268 1,088
$Cr D OF YORKVILLE J 2 6748 543 22,817,881 543 1,448,339 308 1,200,185 481
SCHOOL CGOE / YAX DISTRICT MISMATCH 281,982 9,316,845,180 281,9%2 8,523,016,808 230,582 481,96%, 680 218, 589

STATE TOTAL ~- YALID CODES ONLY

1,828,068 58,434,511, 520 1,821,086 52,850,451.576 1,588,723 2.8B831,335,208 1,507,284

STATE TOTAL -- ALL RECORDS

%,103,058 57,751,356,5680 2,103,088 61,373,468,382 1,819,285 3,363,304,888 1,725,873
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Tommy G. Thompson Cate Zeuske
Governor Secretary of Revenue

Aprit 21, 1997

E/T‘n/e’ Honorable Brian Burke, Co-Chair
Joint Committee on Finance

119 Martin Luther King Jr. Bivd., Room LL1
Madison, W1 53702

The Honorable Scott Jensen, Co-Chair
Joint Committee on Finance

State Capitol, Room 315 North
Madison, W1 53702

Dear Senator Burke and Representative Jensen:

Wisconsin's individual income and corporate income and franchise taxes conform closely to
the federal individual and corporate income tax bases. Each year the Legislature must consider
whether to adopt for Wisconsin tax purposes those changes made to federal law, and it adopts
those changes by updating the references in the Wisconsin statutes to the federal Internal Revenue
Code (IRC).

Several changes were made to the IRC as a result of the Smali Business Job Protection Act,
the Health Insurance Portability and Accountability Act, and the Personal Responsibility and Work
Opportunity. Reconciliation Act (also known as the Welfare Reform Act) that affect Wisconsin tax
law. Because of the large number of changes involved and their.complexity, we were not able to
complete review of the changes in time to incorporate them into the Governor's budget bil.

‘We are requesting your assistance in-incorporating the IRC update items into the Budget Bill,
Attached is a document describing the items, our recommendation whether to adopt the federal
change, and an estimate of the fiscal effect of Wisconsin adopting the change. In general, we
recommend adoption of the federal law changes for Wisconsin tax purposes. The net revenue

effect of adopting the federal changes is -$4.9 million in FY 1998 and -$0.3 million in FY 1999.

A draft of the statutory language required for the IRC update is currently being prepared by the
Legisiative Reference Bureau.

If you have any questions, please let me know. We thank you for your assistance.

?fﬁ‘c?%reiy, |
[ os Zauve_

Caté Eu’ska :
Secretary of R@Vénue
CZ:ER:skr
fiseclineblirc.517.doc
Attachment

cc. Mark D. Bugher, Department of Administration
Robert Lang, Legisiative Fiscal Bureau
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Table 1: Summary of Federal Tax Law Changes in 1996 Affecting Wisconsin

Doctrine

Effective  Recommendation | Fiscal Effect (3 millions)
Federal Tax Law Change Date For Wisconsin®* FY98 FY99
1. INDIVIDUAL INCOME TAX
A. Tax Bass
1. Limit on Damages Exclusion 8/20/56 Adopt: 1/1/97 0.40 0.40
2. Exclusion for Employer-Provided Educational Assistance 1195 o Adopt: 1/197 1o {2.90) Minimal -
6/30/97 6/30/97
3. Exclusion for Employer-Provided Adoption Assistance v1/97 Adopt: 1/1/97 Minimal - Minimal -
4. Exclusion for Housing for Medical Research Institution 1/1/96 Adopt: 1/1/97 Minimai-  Minimal - |
Employees ’
5. Exclusion for Seif-Insured Plans 17197 Adopt Minimal-  Minimal -
6. Long Term Care Insurance Payments Exclusion 1/1/97 Adopt {4.80) (4.60)
7. Combat Zone Compensation 8/20/96 Adopt None None
8. Medical Savings Accounts Ve Adopt {1.60) (1.90)
9. Accelerated Death Benefits V197 Adopt None None
B. Deductions
1. Maximum Deductible Contribution to Spousal IRA 171797 - Adopt {0.90) 0.90)
2. IRA Distributions for Medical Expenses and Health Insurance|  1/1/97 Adopt Minimal-  Minimal -
Premiums
3. Self-Emplayed Health Insurance Deduction 1/1/97 Adopt Minimal -+ Minimal -
4. Medical Expenses Deduction 1197 Adopt Minimal-  Minimal -
C. Credits
1. Earned Income Tax Credit: Income and Phase-out Amounts; 1/1/56 Adopt None None
Inflation Adjustments
2. Eamned Income Tax Credit: Phase-out Based on Modified 1/1/96 Adopt Minimal-  Minimal -
Adjusted Gross Income ' GPR-Exp  GPR-Exp
3. Earned Income Tax Credit: Definition of Disqualified Income 1/1/96 Adopt Minimal - = Minimal -
. S S . B GPR-Exp  GPR-Exp
D. Miscellancous
1. Alternative Minimum Tax: Residual REMIC Interest 1/1/87 Adopt Minimal-  Minimal -
II. CORPORATE AND BUSINESS TAXES
A. Tax Base
1. Presidentially-Declared Disasters 1/1/95 Adopt Minimal-  Minimal -
2. Stock Purchases 8/20/96 Adopt Minimal +  Minimal +
3. Dispesition of Passive Activity 1/1/87 Adopt None ‘None
4, Interaction with Earnings Strippings F/11/89 Adopt Minimal -  Minimal -
5. Dues Paid to Agricultural or Horticultural Organizations 1/1/87 Adopt Minimal -  Minimal -
6, Insurance Income of Controlled Foreign Corporations 1/1/96 Adopt Minimal-  Minimal -
7. Common Trust Funds 1/1/96 Adopt Minimal -  Minimal -
8. Energy Subsidies 1147 Adopt 0.50 050
9. Water Utilities—Contributions in Aid of Construction 6/13/96 Adopt Minimal -  Minimai -
10. Sales of Inventory Property 1/1/87 Adaopt None None
11. Conforming Amendments to Repeal of General URilities 8/1/85 Adopt None None




Tabte 1, continued

Fiscal Effect ($ millions)

. Effective  Recommendation
Federal Tax Law Change Date For Wisconsin® FY98 FY99
B. Deductions
1. Home Office Deduction 1/1/96 Adopt None None
2. Election to Expense Depreciable Property /1197 Adopt (1.00) (1.40)
3. Definition of Section 179 Property 1/1/91 Adopt Minimal+. Minimal +
4. Gasoline Convenience Store Depreciation 8/20/96 Adopt Minimal-  Minimal -
5. Income Forecast Depreciation Model 9/14/95 Adopt Minimal +  Minimal +
6. Leasehold Improvements 6/13/96 Adopt Minimal -  Minimal -
7. Solar or Wind Property Depreciation 171/91 Adopt None None
8. Depreciation of Water Utility Property 6/13/95 Adopt Minimal+  Minimal +
9. Amortization Anti~churning Rules 8/11/93 Adopt None None
10. Company-Qwned Life Insurance - 10/14/95 Adopt 5.00- 7.00
11. ESOP Loan Interest 8/20/%6 Adopt Minimal +  Minimal +
12. Eamings Stripping Limitation 7/10/89 Adopt None None
13. Stock Redemption Expenses 9/14/95 Adopt None None
14. Thrift Savings Associations—Bad Debt Reserve Method . = |~ 1/1/96 Adopt 0.80 1.00
15. Saivage and Subrogation Recoveries of Casualty Insurance . | . 1/1/90 - Adopt None None
16. Modified Guaranteed Contracts of Life Insurance Companies | = 1/1/96 Adopt - Minimal+  Minimal +
17. Deductions for Certain Health Qrganizations 1197 Adopt Minimal - Minimal -
18. Contributions of Appreciated Stock 7/1/86t0 Adopt Minimal -  Minimal -
5/31/97
C. Credits
1. Work Oppertunity Credit 10/1/96 to Do Not Adopt None None
S 9/30/97
2. Extension of Research Credit 7/1/96 Adopt: 1/1/97 Minimal - . Minimat -
D. S8 Corporation Simplification - - o : _ _ -
"1, Permissible Number of Shareholders g7 ‘Adopt - | Minimal- " Minimal -
-2, Electing Small Business Trusts 1147 Adopt Minimal-  Minimal -
3. Tax-Exempt Organizations 1/1/98 Adopt Minimal-  Minimal -
4. Post-Death'Holding Period for Trusts 17197 Adopt Minimal -  Minimal -
5, Financial Institutions 171197 Adopt Minimal-  Minimal -
6. Financial Institutions—Safe Harbor Debt - 9T Adopt Minimal -  Minimal -
7. Ownership of Subsidiaries V197 Adopt: Requires | Minimal -  Minimal -
R = _ _ Added Changes
8. Inadvertent Terminations and Invalid Elections 171/83 Adopt Minimal -  Minimal -
9, Agreement to Terminate Year 1/1/97 Adept . Minimal-  Minimal-
10. Post-Termination Period 11797 Adopt Minimal -  Minimal -
11. Audit Provisions Y197 Do Not Adopt None None
12. Re-elections Pre-1997 Adopt Minimai-  Minimal -
termins.
13. Carryovers into Post-Termination Period 171597 Adopt Minimal-  Minimal -
14. Distributions During Loss Years /157 Adopt Minimal +  Minimal +
13. Eamings and Profits V97 Do Not Adopt Nong None
16. Treatment of § Corporations Under Subchapter C 17197 Adopt None None
17. Inherited S Corporation Stock 8/21/96 Adopt Minimal +  Minimal +
18. Subdivided Real Estate 11/97 Adaopt Minimal-  Minimal- |




Table 1, continued

Effective  Recommendation | Fiscal Effect ($ millionsy
Federal Tax Law Change Date For Wisconsin* FY98 FY99
E. Pensions :
1. SIMPLE Retirement Plans 1197 Adopt {0.40) (0.40)
2. Tax-Exempt Organizations Permitted to Offer 401(k) Plans 1197 Adopt Minimat - Minimal ~
3. Church Pension Plans ' 1/1/97 Adopt Minimal-  Minimal -
4. Simplified Distribution Rules Various Adopt Minimal+  Minimal +
5. Nondiscrimination Rules 1/1/97 Adopt Minimal-  Minimal -
{generally)
6. Distributions from State and Local Government Deferred 1/1/97 Adopt Minimal -  Minimal -
Compensation Plans
7. Trast Requirements for State and Local Government Deferred | 8/20/96 . Adopt None None
Compensation Plans _
8. Limits on Compensation and Benefits of Governmental Plans 1/1/95 Adopt Minimal-  Minimal-
9. Length of Service Awards Paid to Volunteers 1/1/96 Adopt Minimal - Minimal -
10. Vesting Rules for Multiemployer Plans 11197 Adopt Minimal - Minimal -
11. Football Coaches Plan 12/23/87 Adopt Minimal - - Minimal -
12. Muitipie Salary Reduction Agrecments 1/1/96 Adopt Minimat -  Minimal -
13. Indian Tribal Government Plans 8/20/96 Adopt - Minimal~  Minimal - |
14. Elective Deferral Limits on Tax-sheltersd Annuity /1796 Adopt None None
Contracts = ' ;
15. Distributions under Rural Cooperative Plans 821/96 Adopt Minimal - Minimat -
16. Waiting Period for Joint and Survivor Annuities 1/1/97 Adopt None None
17. Combined Plan Limit 1/1/60 Adopt Minimal-  Minimal -
18, Actuarial Assumptions in Computing Maximum Benefits 1/1/95 Adopt Minimal-  Minimal -
19. Contributions on Behalf of Disabled Employees 11197 Adopt Minimal-  Minimal -
20.:Definition of Leased Employees 171197 Adopt Minimal-  Minimal
21. Reemployment Rights of Veterans 12/12/94 - Adopt Minimal -  Minimal -
22. Miscellaneous Pension Simplification Various Adopt None ‘None
23. Prohibited Transactions Excise Tax and Ruie Changes 82196 - 7 Adopt -} MNome . None
F. Miscellaneous
1. Financial Asset Securitization Investment Trusts 9/1/97 Adopt Minimal - Minimat -
2. Qualified State Tuition Programs 8/21/96 Adopt None None
3. Insurance Contracts on Retired Lives 1/1/96 Adopt Minimal - Minimal -
4. Alternative Minimum ‘Tax: Adjustment for Energy 17191 Adopt None None
Performance
5. Charitable Risk Pools 821196 Adopt Minimat-  Minimal -
6. State-Sponsored High-Risk Health Insurance Pools 11497 Adopt Minimal -  Minimal -
7. State-Sponsored Workmen’s Compensation Reinsurance 8/22/96 Adopmt Minimal - Minimal -
Organizations '
8. Energy Policy Act Effective Date 11/91 Adopt Mone None

Hi




Table 1, continued

. Effective - - Recommendation | - Fiscal Effect {3 millions)
Federal Tax Law Change Date For Wisconsin* FY98 FY99
Tl ESTATE AND MISCELLANEOUS TAX CHANGES i
A. Estate Tax
1. Special Valuation Rules 10/9/90 Adopt Minimal -  Minimal -
2. Coordination of Unified Estate Tax Credit with Treaties 8/20/96 - Adopt Minimal+  Minimal +
B. Estates and Trusts
1. Foreign Nongrantor Trusts Various Adopt Minimal+  Minimal +
2. Inbound Foreign Grantor Trusts 8/20/96 Adopt Minimal+  Minimal +
3. Outbound Foreign Grantor Trusts 217195 Adopt Minimal-  Minimal -
4. Residence of Foreign Trusts 1197 Adopt Minimal +  Minimal +
C. Emplovment Taxes
1. Newspaper Distributors and Carriers 1/1/96 Adopt None None
2. Fishing Crew Memb&rs 1/1/85t0 Adopt Minimal - Minimal -

12/31/94

* *Adopt" means Wisconsin should adopt the federal change with the federal effective date; * Adopt” with a date
means Wisconsin should adopt with the specified effective date; "Do Not Adopt".means Wisconsin should not

follow the federal change.

Table 2: Summary of Federal Law Changes with Substantive Fiscal Effects for Wisconsin

Ffiective  Recommendation | Fiscal Etfect (S millions)
Federal Tax Law Change Date For Wisconsin® FY98 FY99
T INDIVIDUAL INCOME TAX - .
A. TaxBase _
L. Limit on Damages Exclusion 820196 Adopt: 1/1/97 | 0.40 0.40
2. Exclusion for Employer-Provided Educational Assistance . | - 1/1/95t0  Adopt: 1/1/97 10 {2.90) . ' Minimal ~
6. Long Tetm Care Insurance Exclusion T Adopt (480} (4.60)
8. Medical Savings Accounts Vet Adopt (1.60) (1.90)
B. Deductions
1. Maximum Deductible Contribution to Spousal IRA 1/1/97 Adopt 0.90) 0.90)
1. CORPORATE AND BUSINESS TAXES
A. Tax Base
8. Energy Subsidies 11797 Adapt 0.50 0.50
B. Deductions
2. Election to Expense Depreciable Property 1/1/97 Adopt (1.00) (1.40)
10. Company-Owned Life Insurance 10/14/95 Adopt 5.00 7.00
14. Thrift Savings Associations—Bad Debt Reserve Method 1/1/96 Adopt 0.80 1.00
E. Pensions
1. SIMPLE Retircment Plans V197 Adopt (0.40) (6.40)
NET FISCAL EFFECT {4.90) 0.30)

* See note for Table 1.




Wisconsin Department of Revenue
Division of Research and Analysis
February 10, 1997

INTERNAL REVENUE CODE UPDATE:
1996 FEDERAL TAX LAW CHANGES AFFECTING WISCONSIN

Because the bases for Wisconsin's individual income and corporate income and franchise taxes conform
closely to the federal individual and corporate income tax bases, each year the Legislature must consider
whether to adopt changes made to federal tax law for Wisconsin tax purposes. It adopts those changes
by updating the references in the Wisconsin Statutes to the federal Internal Revenue Code (IRC)

This paper examines changes made to the IRC by the Small Business Job Protection Act (PL 104-188,
hereinafter referred to as the Small Business: Act), the Health Insurance Portability and Accountability
Act (PL 104-191, the Health Insurance Act), and the Personal Responsibility and Work Opportunity
Reconciliation Act (PL 104-193, the Welfare Reform Act). Only changes affecting Wisconsin are
considered; changes that do not affect Wisconsin tax law are included in a longer paper, entitled Internal
Revenue Code Update. The primary reference for this paper was 1996 Tax Legislation: Law and
Explanation, prepared by CCH Incorporated.

The analysis includes a description of the federal law change and its effective date, a recommendation on
whether the state should follow the federal change and an estimate of the fiscal effect resulting if
Wisconsin follows the recommendation. The net revenue effect of adopting these federal changes is

- $4.9 million in FY 1998 and -$0.3 million in FY 1999,

L INDIVIDUAL INCOME TAX PROVISIONS

A.  TAXBASE
i. Limit on Damages Exclusion

Federal Change: The Small Business Act restricted the exclusion from gross income for
punitive and compensatory damage awards. Awards for punitive damages cannot be
excluded from gross income. In addition, damage awards for nonphysical injuries and
sicknesses, and for emotional distress involving nonphysical injuries and sicknesses cannot
be excluded. However, the amount of a damage award for emotional distress relating to a
nonphysical injury or sickness that is attributable to medical expenses for emotional distress
may be excluded from gross income. Damage awards for emotional distress involving
physical injuries and sicknesses remain excludable from gross income.

Effective Date: For amounts received after August 20, 1996 and tax years ending after
August 20, 1996.

Recommendation: Adopt the federal change for tax years beginning on January 1, 1997.

Fiscal Effect: +30.40 million in FY 1998; +$0.40 million in FY 1999,




Exclusion for Employer-Provided Educational Assistance

Federal Change: The Small Business Act retroactively extended the exclusion for employer-
provided educational assistance. Tt also disallowed the exclusion for graduate-level :
education expenses for courses beginning after June 30, 1996. The exclusion, which is
limited to $5,250 per person in qualified education expenses, is scheduled to expire May 31,
1997. For tax year 1997, only expenses paid for courses beginning before July 1, 1997, are
excludable. e

Effective Date: Tax years beginning after December 3 1, 1994, and before June 1, 1997; for
tax years beginning in 1997, the exclusion applies for course beginning before July 1, 1997.
The disallowance of the-exclusion for assistance relating to graduate courses applies to
expenses related to courses beginning after June 30, 1996, - : o

- Recommendation: Adopt the federal change for tax years beginning on January 1, 1997.
The state should not adopt the retroactive extension of the federal exclusion, since that
would require taxpayers to file amended returns for tax years 1995 and 1996 1o obtain
limited tax benefits. Under this recommendation, the exclusion would be allowed only for

assistance in tax year 1997 provided for courses beginning before July 1, 1997.

Fiscal Effect: -$2.9 million in FY 1 908,

Exclusion for Empioyer—Pfovided A.daption Assistance

- Eederal Change: The Small Business Act created an exclusion for the amount paid or

- expenses incurred by an employer for an employee’s qualified adoption expenses paid
through an adoption assistance program. An adoption assistance program is a separate
written plan of an employer for the exclusive benefit of employees. The exclusion is
limited to $5,000 per child for all tax years; $6,000 in the case of & special needs child. The

-~ exclusion amount is phased-out for taxpayers with incomes between $75,000 and $115,000.

Qualified adoption expenses include reasonable and necessary adoption fees, court costs,
attorney fees, and other expenses that are directly related to, and for the principal purpose
of, the legal adoption of an eligible child, including all expenses required by a state as a
condition of adoption. The expenses may not be incurred in violation of state or federal .
law, or incurred under a surrogate parenting arrangement or the adoption of spouses child.

An eligible child is an individual who has not attained the age of 18 at the time of adoption
or a “child with special needs”. After December 31,2001 only special needs children are
considered eligible.

Effective Date: Tax years beginning after December 31, 1996.

Recommendation: Adopt the federal change. Wisconsin currently provides a deduction
from federal adjusted gross income (FAGI) in the calculation of Wisconsin adjusted gross
income (WAGI) for adoption expenses. With enactment of the federal exclusion, the
Wisconsin deduction should be limited to amounts included in FAGI.

Fiscal Effect: Minimal revenue loss,




Exclusion for Housing for Medical Research Institution Employees

Federal Change: The Small Business Act allowed an exclusion for the value of subsidized
housing for employees of eligible academic health centers, if the employees pay an annual
rent equal to at least 5% of the appraised value of housing. Qualified campus housing must
be located on the employer’s campus, or in the.case of a state university system with many
campuses, the campus of a component institution.

Eligible academic health centers must be charitable organizations, receive Social Security
payments relating to graduate education training, and have the principal function of
providing medical or hospital care, medical education, or medical research. :

Employees of qualified academic health centers living in subsidized housing do not need to
recognize income in the amount of the value of the subsidy as long as rent is at least 5% of
the fair market value of the apartment. If market rents are less than 5% of fair market value,
the amount of rent paid must be at least the average amount paid for comparable housing by
individuals other than employees of the health center. If the amount of rent charged does not
meet either of these thresholds, the employee must include in gross income the difference
between the actual amount of rent charged and the applicable rent threshold.

Effective Date: Tax years beginning after December 31, 1995.

Recommendation: Adopt the federal change for tax years beginning on January 1, 1997,

Fiscal Effect: Minimal revenue loss.

Exclusion for Self-Insured Plans

Federal Change: The Health Insurance Act excluded from gross income amounts recejved
by a self-employed individual for a personal injury or sickness, when the payment is from a
self-insured accident or health plan.

Effective Date: Tax years beginning after December 31, 1996.

Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue loss.

Long Term Care Insurance Payments Exclusion

Federal Change: The Health Insurance Act provided an exclusion for income received from
long term care insurance contracts for personal injuries and sicknesses. The maximum
amount of excludable income is $175 per day ($63,875 annually). Beginning in 1998, the
maximum amount that can be excluded will be indexed for inflation. Premiums for long
term care insurance provided by employers through cafeteria plans or other flexible benefit
arrangements are not excludable.




Effective Date: For contracts issued after December 31, 1996.

Recommendation: Adopt the federal change.

Fiscal Effect: -$4.8 million in FY 1998; -$4.6 million in FY 1999.

Combat Zone Compensation

Federal Change: The Small Business Act replaced the term "combat pay" with "combat
zone compensation" for purposes of an income exclusion for such compensation, the
withholding provisions, and for cross reference purposes.

Effective Date: Effective on August 20, 1996.

Recommendation: Adopt the federal change.

Fiscal Effect: None, since the provision is a change in terminology only.

Medical Savings Accounts

Federal Change: The Health Insurance Act created a Medical Savings Account pilot
program limited to 750,000 participants and set to expire at the end of year 2000. At the
conclusion of the pilot program, existing accounts can be maintained, but new accounts
cannot-be established without Congressional approval to expand the program.

Eligible participants are the self-employed and employees of small employers, which are
firms with 50 or fewer employees. For existing firms, the number of employees is the
average number of employees over the previous two calendar years; for start-up firms, it is
the average number of employees expected during the current year. Participating firms that
grow beyond 50 employees may continue to enroll MSA participants until they have 200
employees; at that point, they may only maintain existing accounts.

Participation in an MSA requires enrollment in a high deductible health plan. For
individuals, the deductible must range from $1,500 to $2,250 and the maximum out-of-
pocket limitation is $3,000. For families, the deductible must range from $3,000 to $4,500
and the maximum out-of-pocket limitation is $5,500. These figures are adjusted for inflation
annually.

Employer contributions to 2 MSA are excluded from gross income and contributions by an
individual may be deducted from income. Contributions to an MSA are capped at 65% of
the health insurance deductible for individuals and 75% of the deductible for family
coverage. Although the limits on MSA contributions are based on the annual deductible
amount, payments into a plan are restricted on a monthly basis and calculated as 1/12 of the
annual contribution limit. Employer contributions through a "cafeteria plan" do not qualify
for the exclusion.

Distributions from a MSA are excluded from income if they are expended for qualified
medical expenses, including any unreimbursed medical costs for the benefit of an eligible
MSA participant, his or her spouse and any dependent. Insurance may not be purchased with




funds from an MSA, with the exception of long-term health insurance. Distributions used
for purposes other than eligible expenses are subject to a 15% penalty, unless the participant
is 65 years or older.

Effective Date: Tax years beginning after December 31, 1996.

Recommendation: Adopt the federal change. Wisconsin has a medical savings account plan
that is to take effect when a broad-based federal MSA is enacted. It has not yet been
determined whether the federal pilot triggers the Wisconsin MSA. By adopting the federal
change, Wisconsin would allow persons participating in the federal pilot to receive
exclusions from gross income for employer contributions and for distributions used for
qualified medical purposes. In addition, the existing Wisconsin plan should be repealed to
avoid conflicts with federal law; this would ease reporting burdens for employers and
employees, and prevent confusion.

Fiscal Effect: -$1.6 million in FY 1998; -$1.9 million in FY 1999,

Accelerated Death Benefits

Federal Change: The Health Insurance Act provided an exclusion for accelerated death
benefits received under a life insurance contract on the life of an insured individual that is
terminally or chronically ill. Also, income received from a viatical settlement provider may
be excluded from gross income. In addition, death benefits received by a chronically iil
individual may be excluded, but only if the payment is made under a rider or other provision
of a contract that is treated as a qualified long term insurance contract. The maximum
amount of excludable payments is $175 per day (363,875 annually). Beginning in 1998, the
maximum amount that can be excluded will be indexed for inflation.

A terminally ill individual is defined as a person who has an illness or physical condition
which will result in death within 24 months, as certified by a legally practicing physician. A
chronically ill individual is defined as person who: is unable to perform at least two activities
of daily living for a period of 90 days due to loss of functional capacity as certified by a
licensed health care practitioner, is certified as having such a disability, or requires
supervision for health and safety reasons due to a cognitive impairment.

A viatical settlement provider is defined as a person engaged in the business of purchasing or
accepting life insurance contracts on the lives of terminally or chronically ill persons. The
provider must be licensed in the state in which the terminally or chronically ill person

resides.

Effective Date: January 1, 1997.

Recommendation: Adopt the federal change. Wisconsin currently provides an exemption for
viatical settlements. With enactment of the federal exclusion for viatical settlements, this

exemption should be limited to amounts included in FAGI.

Fiscal Effect: None, since these payments are already exempt under Wisconsin law.




B. DEDUCTIONS

1.

Maximum Deductible Contribution to Spousal IRA

Federal Change: The Small Business Act allowed nonworking spouses to contribute up to
$2,000 per year to a deductible IRA. This raises the amount a couple with one nonworking
spouse may contribute to $4,000; previously it had been $2,250. The restriction that the
aggregate contributions of both spouses cannot exceed their combined compensation was
retained. If the working spouse earns over $40,000 and is an active participant of an
employee-sponsored retirement plan, the maximum amount of the spousal IRA deduction
($2,000) is reduced as income rises from $40,000 to $50,000.

Effective Date: Tax years beginning after December 31, 1996.

Recommendation: Adopt the federal change.

Fiscal Effect: -$0.9 million in FY 1998; -$0.9 million in FY 1999,

IRA Distributions for Medical Expenses and Health Insurance Premiums

Federal Change: The Health Insurance Act eliminated the 10% additional tax on early
distributions from an IRA, if the distribution is used to pay medical expenses that are in
excess of 7.5% of adjusted gross income. The 10% additional tax also will not apply to
distributions from an IRA for the payment of health insurance premiums after separation

- from employment. -

In order to avoid the tax, an individual using an IRA distribution to pay insurance premiums
must have received unemployment compensation for 12 consecutive weeks and the
distributions must be made during any tax year in which the unemployment compensation is
paid or during the following tax year. An individual is eligible for the exception to the 10%
tax, if that individual is unemployed for more than 60 days after the initial separation from
employment.

Self-employed individuals are treated as meeting the unemployment compensation
requirements, if the individual would have received unemployment compensation were that
individual not seif-employed.

Effective Date: Effective for distributions made after December 3 1, 1996.

Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue loss.

Self-Employed Health Insurance Deduction

Federal Change: The Health Insurance Act increased the deduction for health insurance
expenses of the self-employed from 30% to 80%, phased in as follows: 40% in 1997; 45% in




1998 through 2002; 50% in 2003; 60% in 2004; 70% in 2005; and 80% in 2006 and
thereafter. Also, the deduction is expanded to include long term care insurance premiums.

Effective Date: Tax years beginning after December 31, 1996.

Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue loss. The loss results from permitting a deduction for long
term care premiums; increasing the percentage of health insurance premiums deductible by
the self-employed has no fiscal effect because Wisconsin already allows the self-employed
to deduct 100% of their premiums for health insurance.

Medical Expenses Deduction

Federal Chang The Health Insurance Act allowed amounts paid for qualified long term
care services provxded to an individual, his or her spouse, or dependents to be deducted as
medical expenses, which are deductible to the extent they exceed 7.5% of federal adjusted
gross income. However, amounts paid to a relative, either directly or indirectly, are not
deductible. Also, long term care insurance premiums are deductible up to maximum
limitations of: $200 for taxpayers younger than age 40; $375 for those older than 40 but
younger than 50; $750 for those older than 50 but younger than 60; $2,000 for those older
than 60 but younger than 70; and $2,500 for those older than 70. The maximum allowable
amounts will be adjusted for inflation beginning in 1998.

Eﬁ’ectwe Date Fer tax years begmmng after i)ecember 31, 1994,

Recommendatlon Adopt the federal change 50 these expenses may be used in the
calculation of the state itemized deductions credit..

Fiscal Effect: Minimal revenue loss.

C. CREDITS

1.

Eamed Income Tax Credit: Income and Phase-out Amounts; Inflation Adjustments

Federal Change: The Welfare Reform Act set the earned income amounts and phase-out
threshold amounts used to calculate the earned income tax credit (EITC) for 1996 as
follows: earned income amounts are $4,220 for eligible individuals with no children, $6,330
for those with one qualifying child, and $8,890 for those with two or more qualifying
children; phase-out begins at $5,280 for eligible individuals without children and $11,610
for eligible individuals with qualifying children. These amounts already applied for 1996;
the act simply specified them in federal law, and updated the procedures for adjusting the
amounts for inflation.

Effective Date: For taxfilers receiving the advanced EITC as of June 26, 1996, the effective
date is for tax years beginning after December 31, 1996. For all other EITC recipients, the
effective date is for tax years beginning after December 31, 1995.

Recommendation: Adopt the federal change.




Fiscal Effect: None.

Earned Income Tax Credit: Phase-out Based on Modified Adjusted Gross Income

Federal Change: The Welfare Reform Act established modified adjusted gross income as
the basis for calculating the earned income tax credit. Modified adjusted gross income is
equal to adjusted gross income less: net capital losses, net losses from trusts and estates, net
losses relating to nonbusiness rents and royaities, and 50% of net losses for trades or
businesses. ‘ '

Effective Date: For taxfilers receiving the advanced EITC as of June 26, 1996, the effective
date is for tax years beginning afier December 31, 1996. For all other EITC recipients, the
effective date is for tax years beginning after December 31, 1995.

Recommendation: ‘Adopt the federal change.
Fiscal Effect: Minimal expenditure reduction (the Wisconsin EITC is an appropriation, not
a tax revenue provision).

Eamed Income Tax Credit: Definition of Disqualified Income

Federa]-Chaﬁgg: The Welfare Reform Act expanded the definition of disqualified income
for the calculation of the earned income tax credit. Disqualified income includes taxable

.. and tax‘exempt interest, dividends, net rental and royalty income, net capital gain income,
~ and net passive income. In order to be eligible to receive the credit the aggregate amount of

disqualified income cannot exceed $2,200.

Effective Date: For taxfilers receiving the advanced EITC as of June 26, 1996, the effective
date is for tax years beginning after December 3 1, 1996. For all other EITC recipients, the
effective date is for tax years beginning after December 31, 1995.

Recommendation: Adopt the federal change.

Fiscal Effect: Minimal expenditure reduction.

D.  MISCELLANEOUS

I.

Alternative Minimum Tax: Residual REMIC Interest

Federal Change: The Small Business Act provided the following rules for determining
alternative minimum taxable income (AMTI) of a taxpayer holding a residual interest ina
REMIC (these rules do not apply to thrift institutions);

* toprevent a taxpayer from having to include preference items for which no tax benefits
were received in AMTI, the rule that taxable income cannot be less than the amount of
excess inclusions does not apply;




* toprevent nonrefundable credits from reducing a taxpayer’s income tax below the
tentative minimum tax amount computed only on excess inclusions, the AMTI for a tax
year cannot be less than the excess inclusions of residual interests in that year;

* toensure that net operating losses will not reduce income attributable to excess
inclusions, AMT net operating loss deductions are computed without excess limitation
adjustments so that the taxpayer will pay tax on excess inclusions at the AMT rate.

Effective iﬁ)ate: Tax years beginning after December 31, 1986, unless a taxpayer elects to
apply the provisions only to tax years beginning after August 20, 1996,

Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue loss.
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II. CORPORATE AND BUSINESS TAXES

A. - TAX BASE

1.

Presidentialiy»l)eclared Disasters

Federal Change: The Small Business Act expanded the involuntary conversion rules for
presidentially-declared disasters. Business or investment property converted compulsorily
or involuntarily as a result of a post-1994 disaster may be treated as similar or related in
service or use to any tangible personal property of a type held for productive use by the
trade or business. Thus, taxpayers may elect not to recognize gain of the involuntarily
converted property if the tangible business or investment property is acquired within a
certain time period. This provision is intended to help businesses forced to suspend
operations for a substantial time because of property damage, during which markets and
customers are lost, when the owners decide to reinvest their capital in a different business

venture.,

The boﬁndaries for the Oklahoma City enterprise community designated on December 21,
1994, may be extended in census tracts located within the area damaged by the 1995

bombing.

Effective Date: Tax years ending after President declarations of disasters made after
December 31, 1994. The extension of the Oklahoma City enterprise community boundaries
is effective August 20, 1996.

Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue loss,

Stock Purchases

Federal Change: The Small Business Act modified the involuntary conversion basis rules.
When a taxpayer acquires control of a corporation owning property intended to replace
involuntarily converted property of the taxpayer, and this taxpayer is required to reduce the
basis of the acquired corporation’s stock, then the corporation must also reduce the adjusted
basis of its assets by the same amount. The taxpayer’s basis is decreased by the amount of
any unrecognized gain from the involuntary conversion. The corporation must reduce the
adjusted basis of its assets by the same amount 50 as to prevent the taxpayer from having
more aggregate depreciable basis after the acquisition of replacement property than before
the involuntary conversion

The adjusted basis of the corporation’s assets may not be reduced below the taxpayer’s
basis in the stock and the basis of any individual asset may not be reduced below $0. The
basis adjustment is applied in the following order: (1) to property that is similar or related
in service or use to the involuntarily converted property, in proportion to the adjusted basis
of the assets in that group; (2) to other depreciable property, in a similar manner; and (3)to
any remaining property, in the same manner.

Effective Date: Involuntary conversions occurring after August 20, 1996.
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Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue gain.

Disposition of Passive Activity

Federal Change: The Small Business Act clarified the tax treatment of losses when a
taxpayer disposes of a passive activity. A taxpayer who disposes of a passive activity in a
taxable transaction must first apply any net passive loss against income or gain from the
taxpayer’s other passive activities. Remaining loss from the passive activity may offset
income from nonpassive activities.

Effective Date: Tax years beginning after December 3 1, 1986.

Recommendation: Adopt the federal change.

Fiscal Effect: None, since the change is a clarification.

Interaction with Earnings Strippings

Federal Change: The Small Business Act provided that a corporation must apply earnings
stripping limits to interest expense deductions before applying at-risk and passive activity
limits. Earnings stripping rules apply when a corporation has paid or accrued interest to
certajn related exempt persons. This provision nullifies a proposed IRS regulation that
would have applied earnings strippings rules after the at-risk and passive activity limits.

Effective Date: Interest paid or accrued in tax years beginning after July 10, 1989,

Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue loss.

Dues Paid to Agricultural or Horticultural Organizations

Federal Change: The Small Business Act exempted annual dues not exceeding $100 that
are paid to a tax-exempt agricultural or horticultural organization from the unrelated
business income tax, retroactive to tax years beginning after December 31, 1986, The $100
will be indexed for inflation in tax years beginning in a calendar year after 1995. Dues are
any payment required for recognition as a member of the organization.

A transitional rule excludes dues paid in any year beginning before January 1, 1987, if the
organization to which the dues were paid did not treat any portion of its membership as
derived from unrelated trade or business, and it had a reasonable basis for doing so.

Effective Date: Tax years beginning after December 3 1, 1986,

Recommendation: Adopt the federal change.
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Fiscal Effect: Minimal revenue loss.

Insurance Income of Controlled Foreign Corporations

Federal Change: The Small Business Act provided a new look-through rule for
characterizing certain insurance income of a controlled foreign corporation for unrelated
business tax income (UBIT). Insurance income earned by a controiled foreign corporation
and includible in the income of a U.S. shareholder is not automatically characterized as
UBIT dividends when the U.S. shareholder is a tax-exempt organization. Rather, the
insurance income is treated as income from an unrelated trade or business to the extent it
would be so characterized if the tax-exempt organization had received the income directly.

The new look-through rule does not apply to insurance income that is attributable to the
insurance risks of the tax-exempt organization itself, certain tax-exempt affiliates or an
individual performing services for the affiliates if the insurance covers primarily risks
associated with performance of the services.

When controlled foreign corporations insure the risks of more than one shareholder, one or
more of which is tax-exempt, the look-through rule exceptions are applied on a shareholder
by shareholder basis.

Effective Date: Amounts includible in gross income for tax years beginning after
December 31, 1995,

- Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue loss.

Common Trust Funds

Federal Change: The Small Business Act provided that assets may be transferred tax-free
from a bank’s common fund to a regulated investment fund {RIC). No gain or loss is
recognized by fund participants when a common trust fund transfers substantially all of its
assets to one or more RICs solely in exchange for RIC shares and then distributes those
shares to the fund participants. It is intended that these transfers be made
contemporaneously or pursuant to a single plan. Assumption of fund liability by an RIC
and property transferred by a fund that is subject to liability are disregarded in determining
if a transfer is solely in exchange for RIC shares,

Generally, RICs receive a carry-over basis on assets transferred from the common trust
fund. However, the trust fund recognizes gain to the extent that the RIC assumes liabilities
of the fund in excess of the fund’s aggregate basis, and the RIC’s basis is increased by the
amount of the gain recognized. The basis of the RIC stock for fund participants is the same
as the basis in the common trust fund immediately before the transfer (adjusted for gain).
Any increase in basis is prorated according to the fair market value of the assets received
when the fund assets are transferred to more than one RIC.

The nonrecognition rule applies to a common trust fund that does not have more than 25%
of the value of its total assets invested in the stock or securities of any one issuer and does
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not have more than 50% of the value of its total assets invested in stock or securities of 5 or
fewer issuers. Government securities are not considered securities of an issuer and are
excluded in determining total assets.

Effective Date: Transfers by common trust funds after December 31, 1995.

Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue loss.

Energy Subsidies

Federal Change: The Small Business Act repealed a partial-exclusion for subsidies
provided by utilities for the purchase or installation of an €nergy conservation measure on
nonresidential property.

Effective Date: For subsidies received after December 31, 1996, unless received pursuant
to a binding written contract in effect on September 13, 1995 or later.

Recommendation: Adopt the federal change.

Fiscal Effect: +$0.5 million in FY 1998; +$0.5 million in FY 1999,

Water Utilities—Contributions in Aid of Construction

Federal Change: The Small Business Act provided that a regulated public utility providing
water or sewage disposal services may treat money or property received as tax-free
contributions to capital if the contribution is for construction, is not included in the
taxpayer’s rate base for rate-making and is property (other than water or sewage disposal
facilities) that meets an expenditure rule. A contributions meets the expenditure rule if an
amount equal to it is spent to acquire or construct tangible property used predominantly in
furnishing water or sewage services, if the expenditure occurs before the end of the second
tax year after the year the contribution was received, and if specified records regarding the
contribution and expenditures are kept. The statute of limitations for assessing deficiencies
attributable to contributions runs three years from the date the IRS is properly notified of
the expenditures. The basis of property acquired with contributions is $0.

Effective Date: Amounts received after June 12, 1996,

Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue loss.

Sales of Inventory Property

Federal Change: The Small Business Act clarified that, to the extent the Treasury has
general regulatory authority to provide rules for sourcing income from the sales of personal
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property prior to the Tax Reform Act of 1986, the Treasury retains that authority for
inventory property.

Effective Date: Tax years beginning after December 31, 1986.
Recommendation: Adopt the federal change.

Fiscal Effect: None, since this is a clarification.

Conforming Amendments to Repeal of General Utilities Doctrine

Federal Change: The Small Business Act provided conforming amendments to the repeal of

. the general utilities doctrine (and later technical corrections). The general utilities doctrine,

which required recognition of gain on the distribution of appreciated property by a
corporatmn to its shareholders, was repealed by the Tax Reform Act of 1986. Since then,
various technical amendments have been made,

Provisions for treatment of gain from the sales or exchanges of stock in certain foreign
corporations was changed to refer to the general rule regarding nonrecognition of gain or
loss on the distribution of stock and securities in certain subsidiary corporations, which had
been changed by the Revenue Reconciliation Act of 1990.

U.S. pefséﬁs treated as realizing gain from the sale or exchange of controlled foreign
corporation stock are treated as having sold or exchanged the stock for purposes of applying
section-1248, relating to gains from the sale of stock in foreign corporations. This change

- was necessary because of a reference change made in the Technical and Miscellaneous
" Revenue Act of 1988.

The Act repealed provisions concerning the basis of U.S. real property interests distributed
by domestic corporations to foreign shareholders. The basis of the property is the fair

market value.
Effective Date: Liquidations after July 31, 1986, uniess otherwise provided.

Recommendation: Adopt the federal change.

Fiscal Effect: None.

B. DEDUCTIONS

1.

Home Office Deduction

Federal Change: The Small Business Act clarified that individuals are allowed to deduct
expenses related to the portion of his or her home used regularly for the storage of product
samples, as well as inventory. The clarification means that taxpayers need not distinguish
between inventory and product samples in determining the deduction.

Effective Date: Tax years beginning after December 31, 1995,
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Recommendation: Adopt the federal change.

Fiscal Effect: None, since the provision is a clarification.

Election to Expense Depreciable Property

Federal Change: The Small Business Act increased, from $17,500 to $25,000, the amount

of the cost of qualified business property that eligible taxpayers may elect to immediately

deduct in a year that the property is placed into service, rather than depreciate over the

useful life of the property. The maximum expense deduction increase is phased in as

follows: $18,000 in 1997; $18,500 in 1998; $19,000 in 1999; $20,000 in 2000; $24,000 in
' 2001 or 2002; and $25,000 in 2003 and thereafter.

Effective Date: Property placed in service in tax years beginning after December 31, 1996,

subject to the phase-in schedule.

Recommendation: Adopt the federal change.

Fiscal Effect: -$1.0 million in FY 1998; -$1.4 million in FY 1999,

Definition of Section 179 Property

Federal Change: The Small Business Act eliminated certain property previously eligible for
expensing in the year placed in service. Property.no longer eligible includes property used

- outside the U.S., used in connection with furnishing lodging, or used by tax-exempt
organizations, governments or foreign persons, and air conditioning or heating units.

Effective Date: Property placed in service in tax years beginning after December 31, 1990,

Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue gain.

Gasoline Convenience Store Depreciation

Federal Change: The Small Business Act provided that, for depreciation purposes, any real
depreciable property that is a retail motor fuels outlet is 15-year property, and that for
purposes of the alternative depreciation System, retail motor fuels outlets have a 20-year
class life.

Real property qualifies as a retail motor fuels outlet if either 50% or more the £gross
revenues are generated from petroleum sales or 50% or more of the floor space is devoted to
petroleum marketing sales. For property placed in service in a tax year after the date of
enactment, the 50% test will generally be applied in the year it is placed in service. The test
may be applied in subsequent tax years if the property is placed in service near the end of
the year and the use of the property during that period is not representative of its subsequent
use.
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For property placed in service in a tax year before enactment, the determination is based on
an IRS Coordinated Issue Paper, but with the test included in the Act rather than in the
paper. Property that once met, but later fails the 50% test for more than a temporary period
may be treated as having a change in use and therefore subject to the 31.5-year
nonresidential real property depreciation.

If a taxpayer treated a motor fuel outlet as a 15-year property prior to enactment, the
taxpayer will be treated as if it were a valid election.

Effective Date: Property placed in service on or after August 20, 1996, and to which the
accelerated cost recovery system (ACRS), as amended by the Tax Reform Act of 1986,
applies. Taxpayers may elect to have the amendments apply to any ACRS property placed
in service before the effective date, =

Recé.miﬁ:éhdatibn: Adopt the federal change.

Fisca] Effect: Minimal revenue loss.

Income Forecast Depreciation Model

Federal Change: The Small Business Act made several changes to the way depreciation is
computed using the income forecasting method. This method is used to compute
depreciation on property not depreciable under either the modified accelerated cost recovery
system (MACRS) or the intangible amortization provisions for motion picture films and

. video tapes, television films, book manuscript rights, patents, master sound recordings,

- video games, and similar property.-

The Act provided new rules are provided for determining: the amount of estimated income,
the adjusted basis of depreciated property, the final year’s allowable depreciation deduction,
and the payment of interest based on the recomputation of depreciation under a look-back
method based on actual versus estimated income. E

Determining income under the forecast method. Depreciation is determined by multiplying
the cost of the property (less estimated salvage value} by a fraction whose numerator is the
income generated by the property during the year and whose denominator is the total
estimated income derived over the property’s useful life. Because the types of revenue that
must be treated as estimated income from films is expanded, the cost of the films will not be
recovered as rapidly as in the past. There are 11 tax years of income considered in
determining the allowable depreciation under the income forecast method (income before
the close of the 10th tax year following the year the property was placed in service).
Generally, taxpayers need not consider income expected to be generated after the 11th year.

Income from films, TV shows and similar property includes income from foreign and
domestic sources, theatrical releases, television releases and syndications, and video tape
releases, sales, rentals and syndications. For TV and motion picture films, income must
generally include amounts derived from the financial exploitation of characters, designs,
scripts, scores, and other incidental income associated with the films.
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Adjusted basis of depreciated property. The adjusted basis under the income-forecasting
method of depreciation takes liabilities into account only when the economic activity (e.g.,
providing of services or of property to the taxpayer by another person) has been performed.

Costs treated as separate property may result in excluded income in applying the income
forecast method to the original property. Any costs that are incurred after the property is
placed into service and before the close of the 11- year period are treated as separate
property if the costs are significant and give rise to a significant increase in income that was
not included in the property’s estimated income. Costs incurred after the 1 I1-year period are
also treated as separate property (these costs may written off and deducted as they are
generated).

Final depreciation deduction at end of the 11-year period. The depreciation deduction for
the last year of the 11-year period is the adjusted basis of the property as of the beginning of

Interest computed under look-back method, Taxpayers claiming depreciation deductions
under the income forecast method must pay (or are entitled to receive) interest based on a
recalculation of depreciation under a look-back method for any recomputation year. The
look-back method does not apply to property with a basis of $100,000 or less at the time it
was placed in service. Generally, the third and tenth tax years afier the tax year the property
was placed in service are recomputation years, unless actual income from the property
before the close of those years was within 10% of the estimated income for the period. The
IRS has the authority to delay initial application of the look-back method if a taxpayer is
expected to have significant income from property after the third tax year. Any cost
incurred after the property is placed in service, if it is not treated as separate property, is

- discounted o its value as of the date the property was placed in service. Discounting is

- done using the federal mid-term interest rate at the time the costs were incurred. The
taxpayer may elect not to discount any property.

The look-back method is applied in any recomputation year by first determining the
depreciation deductions using the income forecast method that would have been allowed in
a prior year if the computation had been made using the sum of: (2) the actual income from
the property for periods before the close of the recomputation year, and (b) an estimate of
future income for periods after the recomputation year but before the close of the 1 1-year
period. Then, the overpayment or underpayment of tax for each prior year that would have
resulted solely from the use of the recalculated depreciation method is determined. F inally,
the interest is computed on the overpayment or underpayment using the specified rate. A
simplified look-back method is applied for pass-through entities.

Interest required to be paid for any recomputation year is treated as an increase in tax for
payment and collection purposes but not for estimated tax. Because the new rules apply to
property placed in service in tax years ending before the date of enactment, no estimated tax
penalty or penalty for substantial underpayment of tax will be made for any tax year ending
before the date of enactment if the underpayment was created or increased by the new rules.

Effective Date: Property placed in service after September 13, 1995 (but not including
property produced or acquired by the taxpayer pursuant to a binding written contract on
September 13, 1995).

Recommendation: Adopt the federal change.




18

Fiscal Effect: Minimal revenue gain.

Leasehold Improvements
Federal Change: The Small Business Act allowed a landlord who disposes of or abandons a
leasehold improvement, made by the landlord for the tenant, upon termination of a lease to
use the adjusted basis of the improvement at the time of termination to determine gain or
loss, even if there is no disposition of the underlying building. This provision does not
apply to the extent that capitalizing of demolition costs and losses applies.

Effective Date: Improvements disposed of or abandoned after June 12, 1996.

-Récoﬁmi’eﬁdaﬁon; Adopt the federal change.

Fiscal Efféc':{; Minimal revenue loss.

Solar or Wind PrOperfy Depreciation

Federal Change: The Small Business Act clarified that solar or wind property owned by a
public utility may qualify as 5-year MACRS property. The provision had been
inadvertently changed by the deadwood provisions of the Revenue Reconciliation Act of
1990.

 Effective Date: Propert_j} placed in service after Dec;_ember'B'l, 1990,

Recommendation: Adopt the federal change.

Fiscal Effect: None, since this provision is a clarification.

Depreciation of Water Utility Property

Federal Change: The Small Business Act provided that water utility property will be
depreciated using a 25-year recovery period and straight-line method for regular tax
purposes. Water utility property is any municipal sewer or other property that is integral to
gathering, treating or commercially distributing water and that would otherwise have had a
20-year recovery period.

Effective Date: Property placed in service after June 12, 1996, other than property placed in
service under a binding contract in effect before June 10, 1996 or later.

Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue gain,
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Amortization Anti-churning Rules

Federal Change: The Small Business Act clarified the treatment of amortization and anti-
churning rules for goodwill and certain other intangible property acquired by related
parties. Anti-churning rules prevent taxpayers from amortizing intangible assets acquired
from related parties. These rules do not apply if a taxpayer and related parties made a
special election to apply the amortization rules to acquisitions after July 25, 1991, when the
property is acquired from an unrelated party and transferred to a related party.

Effective Date: Property acquired after August 10, 1993.

Recommendation: Adopt the federal change.

Fiscal Effect: None, since this provision is a clarification.

Company-Owned Life Insurance

Federal Change: The Health Insurance Act repealed the interest expense deduction for debt

-incurred by corporate-owned life insurance policies of officers, employees, or financially

interested individuals purchased after June 20, 1986,

The new law permits a limited interest expense deduction on key person life insurance
policies and annuity or endowment contracts, up to an aggregate of $50,000 for allocation
among a controlled group of corporatc key person members. Key persons must be either
officers or 20% owners (a person owning at least 20% of outstanding stock or the voting
power of all stock or, for noncorporate entitites, 20% of the capital or profits interest). The
number of key persons is the lesser of 20 individuals or 5% of the total officers and
employees of the taxpayer, but not more than five individuals.

The law caps the interest rate on key person contracts and disallows a deduction for interest
that exceeds the cap. This interest cap applies to interest paid or accrued for any month
beginning after December 31, 1995.

Income received under life insurance policies or endowments or annuity contracts on their
complete surrender, redemption or maturity during calendar years 1996, 1997 and 1998 may
be spread out over four years, beginning with the tax vear in which the amount would
otherwise be included. This transitional relief is also provided for full discharge of the
obligation during those years to the extent the discharge is included in income for the tax
year in which it occurs.

Unamortized balances of certain deferred policy acquisition expenses attributable to the
contract cannot be capitalized. A deduction is allowed for the unamortized balances.

The interest expense deduction is eliminated over a transitional period (after October 13,
1995, and before January 1, 1999) for pre-1996 existing debt. Otherwise deductible interest
incurred during the transitional period may be deducted to the extent the rate of interest
does not exceed the rate specified in the contract as of October 13, 1995, or the Moody’s
rate, if it is less. For purposes of the transition, the applicable Moody’s rate for a calendar
year equals the following percentage of the rate: 100% for 1996, 90% for 1997, 80% for
1998, and 0% thereafter.
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Effective Date: Interest paid or accrued after October 13, 1995,
Recommendation: Adopt the federal change.

Fiscal Effect: +3$5.0 million in FY 1998; +$7.0 million in FY 1999,

ESOP Loan Interest

Federal Change: The Small Business Act repealed the interest income exclusion for
employee stock ownership pian (ESOP) loans. As a result, banks, insurance companies,
regulated investment companies and corporations actively engaged in lending may no
longer exclude 50% of the interest received on ESOP loans or loans to employer
corporations for acquiring employar securities from gross income. The repeal does not
apply to loans made pursuant to a written binding contract in effect prior to June 10, 1996.
The 50% interest exclusion continues to apply to reﬁnanclng loans if they were made on or
before August 20, 1996, or they were made pursuant to a bmdmg contract in effect before
June 10, 1996, and the refinancing loan meets requirements in effect before the repeal, the
outstanding principal of the loan is not increased immediately after the refinancing, and the
term of the refinancing loan does not extend beyond the term of the original loan.

Effective Date: Loans made after August 20, 1996.

Recommendation: Adopt the federal change. Wisconsin already taxes most of this income,

. since it reqmres corporatmns to add it to federai income in computmg Wlscons:n taxable
. _'mcomc i : :

Fiscal Effect: Minimal revenue gain.

Earnings :Siripping Limitation

Federal Change: The Small Business Act clarified the interest expense deduction limits for
interest paid to related persons exempt from U.S. tax in years in which there is excess
interest and the debt equity ratio exceeds 1.5. The interest disallowed by the earnings
stripping rules and carried over to a subsequent year is limited by the excess interest
limitation for that subsequent year, regardless of whether the debt-equity ratio is exceeded.

Effective Date: Interest paid or accrued in tax years beginning after July 10, 1989. For
demand loans outstanding on July 10, 1989, the provision does not apply to interest
attributable to periods before September 1, 1989,

Recommendation: Adopt the federal change.

Fiscal Effect: None, since this is a clarification.
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Stock Redemption Expenses

Federal Change: The Small Business Act clarified that the denial of stock redemption
expenses applies to any reacquisition by a corporation of its own stock or the stock of
related persons. A 10% relationship test applies rather than the 50% relationship test in
certain cases. The deduction denial rules apply to any acquisition of previously outstanding
stock, which could include reorganizations, sales of stocks, dividends or other transactions,

The Act also clarified that interest expenses associated with the reacquisition and amortized
over the life of the debt are not subject to the denial rules. This clarification legislatively
overturns the Fort Howard Corp. case, which disallowed deductions for interest in a
leveraged buyout. '

Effective Date: Amounts paid or incurred after September 13, 1995, in tax years ending
after that date. The provision clarifying interest expenses subject to denial rules js
applicable to amounts paid or incurred after February 28, 1986, in tax years ending after that

. date.

Recommendation: Adopt the federal change.

Fiscal Effect: None, since this is a clarification.

Thrift Savings Associations—Bad Debt Reserve Method

Federal Change: The Small Business Act repealed the reserve method of accounting for bad
debts used by qualified thrifts, Thrifts that qualify as small banks can use the experience
method of accounting for bad debts. Thrifts treated as large banks must use the specific
charge-off method. Thrifts required to change methods of computing bad debt reserves
must treat the change as a change in accounting methods, and request approval of the
Treasury Secretary. Any adjustments required by the accounting method change will be
considered solely based on excess reserves of the thrift and will generally be made ratably
over a six-year period beginning with the first tax year after 1995,

Applicable excess reserves for thrifts that become large banks generally are the excess of
the balance of its reserves at the close of its last tax year beginning before January 1, 1996,
over the balance of its reserves as of the close of its last tax year beginning before

January 1, 1988. Thrifts treated as large banks generally are required to recapture post-1987
additions to bad debt reserves whether the additions are made under the percentage of
taxable income method or the experience method.

Applicable excess reserves for thrifts that become small banks are the excess of the balance
of its reserves as of the close of its last tax year beginning before January 1, 1996, over the
greater of the balance of either its pre-1988 reserves or what the reserves would have been
at the close of its last tax year beginning before January 1, 1996, had the thrift always used
the experience method. Thrifts that no longer qualify as banks have the balance of their pre-
1988 reserves restored to their income ratably over a six-year period beginning in the year
they no longer qualify.

If a thrift meets the residential loan requirement for a tax year, the recapture of applicable
excess reserves that are otherwise required to be considered for a change of accounting
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method adjustment for the year will be suspended. Thrifts meet the residential loan
requirement for a tax year if the principal amount of residential loans made during the year
is not less than its base amount, which is, generally, the average of the principal amounts of
the residential loans made during the six most recent tax years beginning before January 1,
1996.

A thrift that converts to a credit union because of this provision will be treated as an
institution that is not a bank. The change in accounting method adjustment required to be
included in gross income will be treated as derived from an unrelated trade or business,

Effective Date: Tax years beginning after December 31, 1995. However, amendments to
shareholder distribution provisions do not apply to any distribution of preferred stock if the
stock is outstanding at all times after October 3 1, 1995, and the distribution is made before

~ August 21, 1997. The repeal of the foreclosure on property securing loans provisions is

effective for property acquired in tax years beginning after December 31, 1995.
Amendments to the treatment of income in excess of daily accruals on residual interests do
not apply to any residual interest held by a thrift if the interest has been held for all times
after October 31, 1995.

Recommendation: Adopt the federal change,

Fiscal Effect: +$0.8 million in FY 1998; +$1.0 million in FY 1999,

Salvage and Subrogation Recoveries of Casualty Insurance Companies

Federa] Change: ' The Smal] Business Act clarified provisions of the Revenue
Reconciliation Act relating to the determination of earnings and profits of property and
casualty insurance companies claiming deductions for the amount of discounted salvage
recoverable as of January 1, 1990. Generally, earnings and profits are determined without
taking these special deductions into account. Insurance companies subject to this provision
are those that took into account estimated salvage and subrogation recoverable in
determining losses incurred for the last tax year ending before January 1, 1990, thus
entitling them to the deduction.

Since 1990, property and casualty insurance companies have been required to take into
account recoverable salvage, including subrogation claims, in computing the amount of
deductible losses, whether or not the salvage is considered an asset for statutory accounting
purposes. For companies that had not previously computed losses in this way, a "fresh
start” rule waived 87% of the amount of the income adjustments that would otherwise have
to be made due to outstanding salvage recoverable as of January 1, 1990. Income
adjustments were needed because the change in method of computing losses was considered
a change of accounting method for which IRC Sec. 481 requires additional amounts to be
included in income to make up for past overstatements of deductions. For companies that
previously took estimated salvage into account, the fresh start rule allowed a deduction for
87% of the discounted amount of salvage recoverable as of January 1, 1990. The deduction
was intended to provide equal treatment to the companies for which the new requirement
was not a change of accounting method and which therefore did not need the special waiver
of IRC Sec. 481 income adjustments.
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Exceptions permit an insurance company to reduce its earnings and profits to reflect the
amount of the deduction authorized by the Revenue Reconciliation Act of 1990 for the
purposes of: making adjustments required in computing alternative minimum taxable
income; computing the amount of deemed-paid foreign income taxes; and computing
earnings and profits for purposes of the controlled foreign corporation rules.

Effective Date: Tax years beginning after Decémber 31, 1989.
Recommendation: Adopt the federal changes.

Fiscal Effect: None, since this is a clarification.

- Modified Guaranteed Contracts of Life Insurance Companies

Federal Change: The Small Business Act required life insurance companies to mark-to-
market, at the end of each tax year, assets held as part of a segregated account under
modified guaranteed contracts. The resulting gain or loss is used in determining a net
increase or decrease in reserves in arriving at the income inclusion or deduction. "Life
insurance reserves” include reserves for modified guaranteed contracts that are computed
based on a rate of interest determined by reference to a market rate of interest. A modified
guaranteed contract provides for a guaranteed interest rate for a specified period of time and
a market value adjustment in the event that the owner surrenders the contract for cash prior
to the end of the guaranteed interest period. A contract is a modified guaranteed contract if
it is a life insurance, annuity or pension plan contract that is not a variable contract. In
addition, the contract must meet certain specified requirements.

" Effective Date: Tax years beginning after December 31, 1995,

17.

Recommendation: Adopt the federal change.

Fiscal Effect: ‘Minimal revenue gain.

Deductions for Certain Health Organizations

Federal Change: The Health Insurance Act allowed health insurance providers organized
under, and governed by, state laws applicable only to not-for-profit health insurance or
health service type organizations to deduct 25% of claims and expenses incurred during the
year, less adjusted surplus. This provision extends the rules under IRC Sec. 833 that benefit
Blue Cross and Blue Shield organizations to other organizations that otherwise meet the
requirements. The provisions do not apply to health maintenance organizations.

Effective Date: Tax years ending after December 3 1, 1996.

Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue loss.
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18.  Contributions of Appreciated Stock

Federal Change: The Small Business Act extended the deduction for contributions of stock
to private foundations for contributions made during the period between July 1, 1996 and
May 31, 1997. The amount of deduction is the fair market value of qualified appreciated
stock, which is publicly traded stock that is capital gain property. The deduction applies
only to the extent that total donations of stock in a particular corporation do not exceed 10%
of the outstanding stock of the corporation. An individual is treated as making all
contributions that are made by any member of the individual’s family for purposes of the
10% limitation. The deduction does not apply to contributions made after December 31,
1994, and before July 1, 1996.
Effective Date: Contributions made afier June 30, 1996, and before June 1, 1997.
Rgéorr.améndation: Adopt the federal change.
Fiscal Effect: Minimal revenue loss.

C. CREDITS

1.

Work Opportunity Credit

Federal Change: The Small Business Act replaced the targeted jobs credit with the work
opportunity credit (WOC) for individuals beginning work for an employer after
September 30, 1996, The WOC has fewer targeted groups, increases.the minimum period
in which 2 targeted: group member must work for an employer, and is ‘35% rather than 40%
of the first $6,000 of wages paid to each targeted group member in the first year of
employment. The Act disallowed both the targeted jobs credit and the new WOC for
targeted group members who began work between December 31, 1994, and October 1,
1996.

Credit percentage. Generally, WOC equals a maximum of $2,100 for each targeted group
employee hired (35% of the first $6,000 paid the first year of employment). For qualified
summet youth employees, the maximum credit is $1,050 (35% of the first $3,000 of wages
for work performed during any 90-day period between May 1 and September 15). An
employer’s deduction for wages is reduced by the amount of the WOC and wages used to
compute the WOC cannot be used in computing any empowerment zone employment
credits.

Minimum employment period. No credit is allowed for an individual who is employed less
than 180 days (20 days for a qualified summer youth) or completes less than 400 hours of
services for the employer (120 hours for a qualified summer youth). Under the jobs credit,
the minimum employment period was 90 days (14 for qualified summer youth) and 120
hours (20 for qualified summer youth).

Targeted groups. WOC has seven targeted groups, compared to ten under the jobs credit.
Eliminated were SSI recipients, youths participating in cooperative education programs,
general assistance recipients, and involuntarily terminated CETA employees, while
qualified food stamp recipients were added as a qualified group. A targeted group member
includes:
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Qualified Title IV-A (AFDC) recipient: a certified member of a family receiving AFDC
for at least nine months prior to hiring. Assistance must end within nine months of the
date of hiring. Previously, the recipient had to be receiving AFDC, rather than a
member of a family receiving assistance, for 90 days prior to being hired. The new law
excludes previously eligible work incentive employees.

Qualified veteran: a veteran who is certified as a member of a family receiving AFDC
or food stamps, who served on active duty for more than 180 days and was not
discharged or released for a service-connected disability, and who was not on extended
active duty any day during the 60 days immediately preceding employment. Tobe
certified as a family receiving AFDC or food stamps, the family must be receiving
AFDC forat least nine months preceding employment or food stamps for at least three
months prior to being hired (assistance must end within a year of being hired), WOC
does not have the date of service restrictions under previous law, which limited the
 targeted group veterans to economically disadvantaged Vietnam era veterans who
served after August 4, 1964, and before May 8, 1975. '

Qualified ex-felons: a person certified as having been convicted of a felony, who is a
member of family whose income is 70% or less of the Bureau of Labor Statistics lower
living standard and who is hired not more than a year after last being convicted or
released from prison. The former jobs credit applied for ex-felons hired within 5 years
of conviction or release from prison.

High-risk youths: a youth at least 18 but less than 25 years old on the hiring date whose
principal place of residence is within one of nine designated empowerment zones or 95

~designated enterprise communities. No credit is allowed for wages paid or incurred for
work performed while the youth’s principal residence was outside an empowerment
zone or enterprise community. Previous law required the youth to be a member of an
economicaily disadvantaged family, but made no reference to residence.

Vocational rehabilitation referral: a person certified as having a physical or mental
disability that is a substantial handicap to employment who is referred to an employer
after completing or while receiving vocational rehabilitation services under either an
individualized written plan approved under the Rehabilitation Act of 1973 or certain
veterans programs. These rules are the same as previous law.

Qualified summer youth employee: a youth 16 or 17 years old on the hiring date (or, if
later, on May 1) whose principal residence is within an empowerment Zone Or enterprise
community. The credit is not allowed for wages paid or incurred for work performed
while the youth’s principal residence was outside the empowerment Zone or enterprise
community. The youth must not have worked for the employer claiming the credit prior
to the 90-day period for which the work is allowed. If the youth is been certified as a
member of another targeted group at the end of the 90-day period, the first year wage
limitation will be adjusted for the summer youth wages. The previous jobs credit also
required the youth to be from an economically disadvantaged family, but had no
residence requirements.

Qualified food stamp recipient: a person at least 18 but less than 25 years old on the
hiring date who is a member of a family that either received food stamps for a six-
month period ending on the hiring date, or if from a family no longer eligible for food
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stamps, that received food stamps for at least three of the five months immediately
preceding hiring.

The new law requires employers to obtain certification for targeted group members from its
state empowerment security agency on or before the date the person begins work.
Alternatively, the employer can complete a notice of prescreening, signed by both the
employer and the targeted group member, that provides information that permits the
employer to believe the person qualifies as a target group.

Effective Date: For individuals beginning work after September 30, 1996. The credit will
expire on September 30, 1997, unless it is extended.

Recommendation: Do not adopt the federal change. Wisconsin uses the federal definition
of targeted job member in the definition of persons on whose wages a development zone
credit could be-claimed. The Department of Commerce, which certifies businesses eligible
for the credit, has indicated it would prefer to retain the prior federal definition.

Fiscai Effect: None.

Extension of Research Credit

Federal Change: The Small Business Act extended the credit for research activities for a
period between July 1, 1996, through May 31, 1997. The credit expired on June 30, 1995,
and the Act did not retroactively extend it for the period between July 1, 1995, and June 30,
fe 1996 However, a taxpayer electing the alternative incremental credit regime for its first tax
- -year after June 30, 1996, and before July 1, 1997 ‘may apply the credit to amounts paid or
incurred during the first 11 months of that tax year. If the credit is not extended after
May 31, 1997, the credit base amount for a tax year affected by the modified credit is
reduced to account for the credit’s expiration.

The act also made several modifications to the credit:

o - The definition of start-up company was expanded to include firms that have both gross
receipts and qualified research expenses for the first time in a tax year that begins after
1983. Under prior law, a start-up company had to have fewer than three tax years
beginning after December 31, 1983, and before January 1, 1989, in which the taxpayer
had both gross receipts and qualified research expenses. Taxpayers may qualify under
either the prior law or the new law definitions of start-up company.

» A taxpayer may elect an alternative computation for the research credit that uses three
tiers of reduced fixed-base percentages and credit rates. The election must be made in
the first tax year after June 30, 1996, and applies to that and all subsequent years unless
revoked with the conser: of the IRS. Without the alternative computation, companies
that spend more on research and development now than they did during the 1984-1988
base period may be unable to claim the credit because current-period sales relative to
base-period sales have increased more dramatically. Under the alternative computation,
they may be able to claim a credit if their qualified research expenditures for the tax
year exceed 1% of their average gross receipts for the preceding four tax years. The
alternative computation may also increase the credit for companies that can still claim
the credit under the standard computation.
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* Taxpayers conducting research through qualified research consortia may treat 75% of
amounts paid or incurred for qualified research expenses as eligible for the research
credit. Prior law rules allowing 65% of contract research expenses paid or incurred for
qualified research to be eligible for the research credit continue to apply to amounts not
paid to a qualified research consortium. A qualified research consortium is a tax-
exempt organization, other than a private foundation, or a business league, chamber of
commerce or other similar entity organized and operated primarily to conduct scientific
research.

Effective Date: Extension of the credit and the new definition of start-up company apply to
tax years ending after June 30, 1996. The alternative research credit rules my be elected
only for a first tax year beginning after June 30, 1996. The special rule for payments to
qualified research consortia applies to tax years beginning after June 30, 1996.

~ Recommendation: AdOptthe federal change for tax years beginning on or after January 1,

1997. Wisconsin bases calculation of its research credit on the federal credit.

Fiscal Effect: Minimal revenue loss.

D.  § CORPORATION SIMPLIFICATION

1.

Permissible Number of Shareholders

Federal Change: The Small Business Act increased the maximum number of eligible

- shareholders of an S corporation from 35 to 75.

Effective Date: Tax years beginning after December 31, 1996,
Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue loss.

Electing Small Business Trusts

Federal Change: The Small Business Act provided that a small business trust may be a
shareholder in an $ corporation, if ail beneficiaries of the trust are individuals or estates
eligible to be S corporation shareholders (except that charities may hold contingent
remainder interests). Each potential current income beneficiary (any person who is entitled
to, or by discretion may receive, a distribution) of the trust is counted as a shareholder for
the 75 shareholder Jimitation. Further, interests in a small business trust must be acquired
by gift, bequest or other non-purchase method, rather than by purchase, in order for the trust
to be eligible to be an S corporation shareholder. Each potential current income beneficiary
(any person who is entitled to, or by discretion may receive, a distribution) of the trust is
counted as a shareholder for the 75 shareholder limitation.

The portion of the trust that is S corporation stock is treated as a separate frust for income
tax purposes and is taxed at the highest tax rate for trusts and estates (currently 39.6% on
ordinary income and 28% on net capital gain). Taxable income includes: income, loss or
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deduction allocated to the trust as an S corporation shareholder; gain or loss from the sale of
S corporation stock; any state or local income taxes and administrative expenses of the trust
property allocablie to the S corporation stock; and otherwise allocable capital losses to the
extent of capital gains. This income is not included in the distributable net income of the
trust and not included in the beneficiaries income; no item relating to the S corporation
stock is apportioned to any beneficiary.

In computing the tax, no deduction is allowed on amounts distributed to beneficiaries and
no additional deductions or credits are allowed. The available alternative minimum tax
exemption amount is $0. Upon termination of all or any portion of the trust, any unused loss
carryovers or excess deductions are taken by the entire trust.

Items included in the S corporation part of the trust are disregarded in determining the tax
liability of the remaining part of the trust. The trust’s distributable net income, which is
deductible in determining taxable income, does not include any income attributable to the
S corporation stock.

If a trust is terminated before the end of the S corporation’s tax year, the trust must prorate
the S corporation items for its final vear.

Effective Date: Tax years beginning after December 31, 1996.
Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue loss.

Tax-Exempt Organiiations

Federal Change: The Small Business Act permitted a qualified retirement plan trust or 501
(¢ )(3) charitable organization exempt from taxation to be an eligible S corporation
shareholder, counting as one shareholder in determining the number of shareholders in a
corporation. All items of income, loss, credit or deduction and any gain or loss on the
disposition of the stock in the S corporation are included in computing the unrelated
business taxable income (UBTI) of the tax-exempt organization shareholder. All items of
income and loss flow through to the tax-exempt shareholder. Determinations of the long-
term capital gain, if charitable contributions of S corporation stock had been sold by the
contributor, are made under rules similar to those relating to unrealized receivables and
inventory items of a partnership. Rules relating to employee stock ownership plans do not
apply to S corporations.

If a tax-exempt organization purchases S corporation stock during any time that the
organization was a C corporation or an S corporation, and receives a dividend distribution
from the stock, the shareholder’s basis in the stock must be reduced by the amount of the
dividend.

Effective Date: Tax years beginning after December 31, 1997.

Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue loss.
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Post-Death Holding Period for Trusts

Federal Change: The Small Business Act expanded the post-death holding period of

S corporation stock for a grantor trust from 60 days to two years, beginning on the date of
the grantor’s death. Similarly, trusts that become S corporation shareholders pursuant to the
terms of & will also have a two-year holding period, beginning on the date of the transfer
into the trust.

Effective Date: Tax years beginning after December 31, 1996.
Recommendation: Adopt the federal change.

- Fiscal Effect: Minimal revenue loss.

Financial Institutions

Federal Change: The Small Business Act permitted certain financial institutions that use a
reserve method of accounting for bad debts to elect S corporation status. Entities that
previously could not be S corporations, but now may be, include domestic building and loan
associations, mutual savings banks and any cooperative bank without capital stock
organized and operated for mutual purposes and without profit.

_ Ef-’fe_ct_iye_ Date Tax years-begjn;iiﬂg after December_Sl, 19_96.

o Recommendat;on Adﬁf’tthefederai chahge,

Fiscal Effect: Minimal revenue loss.

Financial Institutions—Safe Harbor Debt

Federal Change: The Small Business Act expanded the definition of straight debt for
purposes of certain safe harbor determinations to include debt held by non-individual
creditors that are actively and regularly engaged in the business of lending money. The
expansion applies to safe harbor determinations in which straight debt is not treated as
disqualifying second class stock. Generally, straight debt is not treated as second class
stock if: (1) the debt is an unconditional promise to pay a sum certain on demand on a
specified date; (2) the interest rate on straight debt is not contingent on profits or payable at
the borrower’s dis?retion; (3) the straight debt is not convertible into stock; and (4) the debt
obligation is owed to a creditor that is a permissible shareholder in an S corporation.

Effective Date: Tax years beginning after December 31, 1996,
Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue loss.
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Ownership of Subsidiaries

Federal Change: The Small Business Act permitted S corporations to own 80% or more of
the stock of a C corporation. However, the S corporation cannot elect to file a consolidated
return with its affiliated C corporations. Dividends received from a C corporation
subsidiary are not treated as passive investment income to the extent they are attributable to
the earnings and profits derived from the active trade or business of the C corporation. An
S corporation may also own a qualified Subchapter S subsidiary, including any domestic
corporation that qualifies as an S corporation and is 100% owned by an S corporation parent
that elects to be treated as a qualified Subchapter S subsidiary. Such a subsidiary is not
treated as a separate corporation, so all its assets, liabilities, income, deductions and credits
are treated as the those of the parent S corporation.

Effective Date: Tax years beginning after December 31, 1996.

Recommendation: Adopt the federal change. Adopting this provision will require statutory
language to prov;de that the election to be treated as a qualified Subchapter S subsidiary for
federal purposes also applies for state purposes and that if any Subchapter S parent
corporation or subsidiary has nexus in Wisconsin then all these related corporations have
nexus in the state.

Fiscal Effect: Minimal revenue loss.

Inadvertent 'I'ermmatzons and invalid Elections

ederal Chang The SmaIE Busmess Act extended the authonty of the RS to waive the
effect of inadvertent terminations of S corporations to cover an invalid election caused by
an entity’s inadvertent failure to qualify as a small business corporation or to obtain
required shareholder consents, or both. The IRS may also treat late-filed subchapter S
elections as timely if there is reasonable cause justifying the late filing. The IRS must be
reasonable and apply standards that are similar to those used in the past for inadvertent
terminations and other late or invalid elections.

Effective Date: Elections for tax years beginning after December 31, 1982.

Recommendation: Adopt the federal change.

Fiscal Effect: Minimal revenue loss.

Agreement to Terminate Year

Federal Change: The Small Business Act changed provisions regarding the consent of
shareholders required for an election to close the books of an S corporation upon
terminating a shareholder’s interest. Consent of all "affected" shareholders, rather than all
shareholders, is now required. After the election, the closing of the books applies only to
affected shareholders, who are those whose interest is terminated or to whom the
terminating shareholder has transferred shares during the year. If the terminating
shareholder transferred shares to the corporation, then all shareholders during the year are
affected shareholders.



